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Financia Hghghts

IN THOUSANDS EXCEPT PER SHARE AMOUNTS 2005

FOR THE YEARS ENDED DECEMBER 31

Oieratng Datrh

Revenues $127138 $130134 $160546 $163475 $169985

CPA 14 shareholders2

Cash flow from operating
activities

Cash distributions paid

Per Share Data

Distributions declared3

47249 69618 64390 45164 5316

70895 102232 89730 110697 87900

51905 83633 68323 68851 68832

.76 .77 .78 .78 .79

Baance Sheet Data

Total assets $1295036 $1675323 $1715148 $1637430 $1551969

Long-term obligations4 679522 826459 861902 821262 812543

Certain prior year
balances have been retrospectively adjusted as discoittinned operations and for the adoption of recent acc000ting gnsdance for noncontrolltng mteeests

Net income attributable to CPA0 14 shareholders in 2009 and 2000 reflected certain inpairmetst charges See Note to the Consolidated Financial Statements

Excludes special distribution of 5.49 per share declared in 2006

Represents mortgage
and sante obligations and deferred acquisition fee installments

This Annual Report and the flnattcials highlighted
above contain references to non-GAAP financial measures including EI3ITDA AFFO and Adjusted Cash Flow from

Operating
Activtttes EBITDA

Represents earnings before interest taxes depreciation and amortiration AFFO Represents fustds from operations as defitted by the National Assoctattott of Real Estate Investment Trusts adjusted to

include the impact of certain non-cash charges to net inconar Adjsisted Cash Flow from Operating Activities Represents GAAF caslt flow from operatioits adjusted primarily to reflect certain timing

differeitces cash distributions received from unconsolidated joittt ventures in excess of our equity investment in the joint ventures and cash distrtbnttons we make to our noncontrulling partners in

joint ventstres that we cotssolidate We believe that these non-GAAF financial measures are useful supplemental measures that assist investors to better stnderstand the
underlying performance of our

business
segments

These non-GAAP financial measures do not represent net income or cash flow from operating activities that are computed in accordance wtth GAAP aisd should not be considered

an alternative to net income or cash flow from operating
activities as ass indicator of our financial performance These nott-GAAF financial measures may not be

comparable to similarly titled measures

of other
cunspatties

Please reference the Form 0-R which was filed on March 26 2010 and is available on our Web site at wwsv.cpal4.com foe reconciliatiots of these non-GAAP financial meassires

to our cotasolidated finatacial statements

Cash Flow from Operating Activities Revenues

Dollars in millions Dollars in millions

110

102.2

89.7
87.9

70.9

2005 2006 2007 2008 2009

Distributions Declared Per Share

Net income attributable to

2006 2007 2008 2009

170.0

160.5
163.5

.79

2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
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Dar harehcilders

\$m Polk Cares founded the Corporate Propei ty

Associates series of investment programs 30
ycai ago

with the intention of cleating an investment product

that worked in good times and bad C1A 14 follows

that tradition and continues to perform nell today

loss Our cont nued implementation of 3k Careys

disciplined investing strategy in addition to the quality

and disersit1 of opportunities sse have sought ou for

our investors has produced measurable results

DiscpFied nvesCrg

\\ employ the same fundamental investment
pi cmise

that Care3 has used since it opened its doois in

1973 Through the sale and leasehack of corporate facili

ties ne provide companies ss ith the capital to on and

enhance their businesses

Ps cr3 ins estnsent ss structure goes through rigorous

underss riti ng process our ins estinent team analyzes the

editisoithiness of the tenant and the criticality and

fundamental alue of the assets and then tests the struc

sure and pricing under range of euonomic and business

scenarios Our Investment Committeea group of

independent investment professionals with moi than

200 eai of combined institutional and transactional

experience then has the final sa on sshether we make

the investment The Invest nent Committee review and

approval mechanism has been an integral part of the

acquisition process since Careys founding

established
process maintains consis tent standards for

our Investments and i5 the foundatioi of our pm tloiio

contnued positis perfoimance today as of Deccmhei

31 2009 CP 14s portfolio properties were appi
oxi

matel 9500 occupied

yye have built our po tfolio h3 using moderate leserage

to finance our investments ibis ap roach has enabled

us to avoid the situation many ROlls face today sihere

they have substantial debt coming due hut lack adec nate

ash to pa it down and in many cases they are foiced

to sell good assets to pay off debts on distressed assets

At December 31 2009 sse had aggregate balloon pay

nients totaling $71 million due in 2010 and $236 millon

due in 2011 We are activel seeking to ieflnance this

debt hut beliese ne will have sufficient cash resouices

to fund these pa ments if efinancing is unas ailable on

acceptable teims Because our property-lesel debt is

generall nonrecoLnse our exposure on default on

any individual mortgage loan obligation is limited to

our equity ins estcd in that property

strategk ortfaHo Management

Once sse has acquired property although the tenant

responsible for the maintenance taxes and insurance for

the
property sic seek to protect and enhance asset values

through stiategic asset sales lease renewals aggressise

workouts and refinancing opportunities This past yeai

sve sold two domestic properties and iecognized net
gain

of $9 million \\Te svere also particularly successful svith

our debt refinancings CPA 14 refinanced $32 million



of maturing debt with new non-recourse mortgage

financing totaling $28 million In addition venture in

which we have 67% interest refinanced maturing debt

with new non-recourse mortgage financing of $23 mil

lion We will continue working diligently on refinancing

our maturing debt going
forward

in addition to our successes we did experience several

challenges
this past year reduction in net income

attributable to CPA/ 14 shareholders primarily as

result of 841 million in non-cash impairment charges

recognized
in 2009 decrease in cash flow from oper

ating activities due to increases in rent delinquencies

and property carrying costs and 92% decrease in our

December 31 2009 estimated net asset value NAy to

$1180 Including distributions for 2009 our total annual

return was -31% which we are pleased with given
the

overall market and comparative performance of similar

investment vehicles Our track record of disciplined

investing combined with our overall investment strategy

has positioned us well today

CPD 14 is proud to have been able to continue provid

ing our investors with rising distributions especially

during these volatile times Our annualized dividend

yield
has increased 32% since inception and was paid at

an annualized rate of 836% for the first quarter
of 2010

These cash distributions continue to be supported by

both adjusted cash flow from operating activities and

funds from operations as adjusted AFFO we paid

out 70% and 72% of our adjusted
cash flow and AFFO

respectively in distributions for 2009

We believe the trends we see in 2010 will benefit us

improving financing markets rebounding real estate

values and potentially
fewer tenants in distress As we

navigate through the changing environment we will

strive to continue our conservative management of

this broadly diversified portfolio to create shareholder

value and to serve as stable income stream for our

investors We thank you all for your continued confi

dence and support

Annu hz Ye an ed As

110/822%
831 98.364

7.79%

758% 7.63/a

no no no no

no no or no

O5 1999 2000 2001 7002 2003 2004 005 00 2007 2003 009 7010

Gino Sabatini

President

eo end as mated ret asset lee nollo ps sndra

Annualized yield

As of 3/31/10

With best regards

Wm Polk Carey Gordon DuGan

Chairn3an Chief Executive Officer

2119 suneai ltfrr
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Selected Financial Data

YEARS ENDED DECEMBER 31

IN THOUSANDS EXCEPT PER SHARE AMOUNTS 2009 2008 2007 2006 2005

169985

2891

7001

1685

163475

44209

47201

2037

45164

160546

55979

65954

1564

643905316

130134

58224

71574

1956

69618

Operating Datala

Total revenues

Loss income from continuing operations

Net income

Less Net income attributable to noncontrolling interests

Net income attributable to CPA 14 shareholders

Earnings per
share

Loss income from continuing operations attributable

to CPA 14 shareholders

Net income attributable to CPA 14 shareholders

Cash distributions declared per share

Balance Sheet Data

Total assets

Net investments in real estate

Long-term obligations

Other Information

Cash flow from operating activities

Cash distributions paid

Payment of mortgage principal

127138

46477

49402

2153

47249

0.05 0.48 0.62 0.83 0.68

0.06 0.51 0.73 0.99 0.69

0.7934 0.7848 0.7766 0.7711 0.7646

$1551969 $1637430 $1715148 $1675323 $1295036

1310471 1368111 1433314 1491815 1202567

812543 821262 861902 826459 679522

87900 110697 89730 102232 70895

68832 68851 68323 83633 51905

44873 17383 16552 12580 12433

Certain prior year
balances have been retrospectively adjusted as discontinued operations and for the adoption

of recent accounting guidance
for noncontrolling interests

Total revenues during 2009 2008 and 2007 include lease revenue from properties acquired in the Merger in December 2006

Results for 2009 and 2008 reflected impairment charges totaling $41.0 million and $10.9 million respectively

Net investments in real estate consists of net investments in properties net investment in direct financing leases equity investments in real estate real estate under construction and assets

held for sale as applicable

Represents mortgage and note obligations
and deferred acquisition fee installments

Represents scheduled mortgage principal payments

www.CPA 4.con



Managements Discussion and Analysis of Financial

Condition and Results of Operations

Managements discussion and analysis of financial condition and results of operations

MDA is intended to provide the reader with information that will assist in

understanding our financial statements and the reasons for changes in certain key

components of our financial statements from period to period MDA also provides

the reader with our perspective on our financial position and liquidity as well as

certain other factors that may affect our future results

BUSINESS OVERVIEW

As described in more detail in Item of our annual report on Form 10-K we are

publicly owned non-actively traded REIT that invests in commercial properties

leased to companies domestically and internationally As REIT we are not subject

to U.S federal income taxation as long as we satisfy certain requirements principally

relating to the nature of our income the level of our distributions and other factors

We earn revenue principally by leasing the properties we own to single corporate

tenants primarily on triple-net lease basis which requires the tenant to pay

substantially all of the costs associated with operating and maintaining the property

Revenue is subject to fluctuation because of the timing of new lease transactions lease

terminations lease expirations contractual rent increases tenant defaults and sales of

properties We were formed in 1997 and are managed by the advisor

FINANCIAL HIGHLIGHTS

YEARS ENDED DECEMBER 31

IN THOUSANDS 2009 2008 2007

Total revenues $169985 $163475 $160546

Net income attributable to

CPA14 shareholders 5316 45164 64390

Cash flow from operating activities 87900 110697 89730

Total revenues increased in 2009 as compared to 2008 primarily due to scheduled

rent increases at several properties and income recognized in connection with the

forgiveness of loan

The reduction in net income in 2009 as compared to 2008 was primarily due to an

increase in the amount of impairment charges recognized We recognized impairment

charges totaling $41.0 million in 2009 as compared to $10.9 million in 2008

In addition 2008 net income included income of$10.9 million in payments from the

advisor related to its previously disclosed SEC investigation the SEC Settlement

Cash flow from operating activities in 2009 was impacted negatively by increases in

rent delinquencies and property carrying costs Cash flow from operating activities in

2008 included the receipt of$10.9 million related to the advisors SEC Settlement

2009 Arrual Report



Our quarterly cash distribution increased to $0.1991 per
share for the fourth quarter of 2009 or $0.80 per

share on an

annualized basis

We consider the performance metrics listed above as well as certain non-GAAP performance metrics to be important measures

in the evaluation of our results of operations liquidity and capital resources We evaluate our results of operations with primary

focus on the ability to generate cash flow
necessary to meet our objectives of funding distributions to shareholders and increasing

equity in our real estate

CURRENT TRENDS

As of the date of this Report we are focused on managing our existing portfolio of properties In our initial offering documents

we stated our intention to consider liquidity events for investors generally commencing eight years following the investment of

substantially all of the net proceeds from that offering which occurred in 2000 As result during the first quarter of 2008 the

advisor began actively considering liquidity alternatives on our behalf and discussed with our board of directors number of

alternatives including possible merger with another CPA REIT selling our assets either on portfolio basis or individually

or listing our shares on stock exchange However in light of deteriorating market conditions during 2008 the advisor

recommended and our board agreed that further consideration of liquidity alternatives be postponed until market conditions

become more stable Although we believe we have recently seen an easing of the global economic and financial crisis that had

severely curbed liquidity in the credit and real estate financing markets the full magnitude effects and duration of the crisis

cannot be predicted and we are unable to predict when liquidity event will occur

As result of improving economic conditions we have seen an improvement in financing conditions for refinancing of maturing

debt both domestically and internationally although generally at lower loan to value ratios than in prior periods However the

continuing effects of the challenging economic environment have also resulted in some negative trends affecting our business

These trends include continued tenant defaults renewals of tenant leases generally at lower rental rates than existing leases low

inflation rates which will likely limit rent increases in upcoming periods because most of our leases provide for rent adjustments

indexed to changes in the CPI and higher impairment charges In addition partly to preserve capital and liquidity we suspended

our redemption plan in September 2009

Despite recent indicators that the economy is beginning to recover the current trends that affect our business remain dependent

on the rate and
scope of the recovery rendering any discussion of the impact of these trends highly uncertain Nevertheless as of

the date of this Report the impact of current financial and economic trends on our business segments and our response to those

trends is presented below

Financing Conditions

Conditions in the real estate financing markets impact our ability to refinance maturing debt Despite the recent weak financing

environment which has resulted in lenders for both domestic and international investments offering loans at shorter maturities

with lower loan to value ratios and subject to variable interest rates we have begun to see some improvements in the financing

markets and to date have been successful refinancing maturing debt We generally attempt to obtain interest rate caps or swaps to

mitigate the impact of variable rate financing During 2009 we refinanced $31.6 million of maturing debt with new non-recourse

mortgage financing totaling $27.8 million with weighted average annual interest rate and term of up to 6.7% and 9.8 years

respectively In addition venture in which we have 67% interest which we account for under the equity method of accounting

refinanced maturing debt with new non-recourse mortgage financing of $22.6 million with fixed annual interest rate and term of

5.9% and 10 years respectively

www.CPAI4.com



At December 31 2009 we had aggregate balloon payments totaling $66.7 million due in 2010 and $255.8 million due in 2011

inclusive of amounts attributable to noncontrolling interests totaling $29.3 million in 2011 In the first quarter of 2010 we made

balloon payments totaling $5.4 million In addition our share of balloon payments due in 2010 and 2011 on our unconsolidated

ventures is $4.2 million and $9.8 million respectively We are actively seeking to refinance this debt but believe we and our

venture partners have sufficient financing alternatives and/or cash resources to make these payments if
necessary

Our property

level debt is generally non-recourse which means that if we default on mortgage loan
obligation our exposure

is limited to our

equity invested in that property

Corporate Defaults

Some of our tenants have experienced financial stress and we expect that this trend may continue albeit at less severe rate in

2010 Corporate defaults can reduce our results of operations and cash flow from operations

Tenants in financial distress may become delinquent on their rent and/or default on their leases and if they file for bankruptcy

protection may reject our lease in bankruptcy court all of which may require us to incur impairment charges Even where

default has not occurred and tenant is continuing to make the required lease payments we may restructure or renew leases

on less favorable terms or the tenants credit profile may deteriorate which could affect the value of the leased asset and could

in turn require us to incur impairment charges Based on tenant activity during 2009 including lease amendments early lease

renewals and lease rejections in bankruptcy court we currently expect that 2010 lease revenue will decrease by approximately

9% as compared with 2009 lease revenue However this amount may increase or decrease based on additional tenant activity

and changes in economic conditions both of which are outside of our control If the North American and European economic

zones continue to experience the improving economic conditions that they have experienced recently we would expect to see an

improvement in the general business conditions for our tenants which should result in less stress for them financially However if

economic conditions deteriorate it is possible that our tenants financial condition will deteriorate as well

During 2009 five tenants that accounted for $9.9 million of our 2009 lease revenues vacated their properties or rejected

their leases with us in connection with bankruptcy or liquidation proceedings During the time that these properties remain

unoccupied we anticipate
that we will incur significant carrying costs As result of these corporate defaults during 2009

we suspended debt service on three related non-recourse mortgage loans which had an aggregate outstanding balance of

$54.1 million at December 31 2009 In addition we entered into lease amendments with three tenants upon their emergence

from bankruptcy during 2009

To mitigate these risks we have invested in assets that we believe are critically important to tenants operations and have

attempted to diversify our portfolio by tenant and tenant industry We also monitor tenant performance through review of rent

delinquencies as precursor to potential default meetings
with tenant management and review of tenants financial statements

and compliance with any financial covenants When necessary our asset management process
includes restructuring transactions

to meet the evolving needs of tenants re-leasing properties refinancing
debt and selling properties where possible as well as

protecting our rights when tenants default or enter into bankruptcy

Net Asset Values

We generally
calculate an estimated net asset value per share for our portfolio on an annual basis This calculation is based in

part on an estimate of the fair market value of our real estate provided by third party adjusted to give effect to the estimated fair

value of mortgages encumbering our assets also provided by third party as well as other adjustments There are number of

variables that comprise this calculation including individual tenant credits tenant defaults lease terms lending credit spreads

and foreign currency exchange rates among others We do not control these variables and as such cannot predict how they will

change in the future

2009 Anud Report



As result of the overall continued weakness in the economy during 2009 our estimated net asset value
per

share as of

December 31 2009 decreased to $11.80 9.2% decline from our December 31 2008 estimated net asset value
per share of

$13.00 We generally would not expect to update our estimated net asset value on an interim basis unless we were to undertake

an extraordinary corporate transaction However there can be no assurance that if we were to calculate our estimated net asset

value on an interim basis it would not be less than $11.80 per share particularly given current market volatility

Redemptions and Distributions

We experienced higher levels of share redemptions during 2009 Our redemption plan provides for certain limits on the amount

of redemptions including that redemptions cannot exceed 5% of
outstanding shares As result of the increased redemption level

redemptions were approaching the 5% level and as result in September 2009 our board of directors approved the suspension

of our redemption plan effective for all redemption requests received subsequent to September 2009 This suspension will

remain in effect until our board of directors in its discretion determines to reinstate the redemption plan To date we have not

experienced conditions that have affected our ability to continue to pay distributions

Inflation and Foreign Exchange Rates

Our leases generally have rent adjustments based on formulas indexed to changes in the CPI or other similar indices for the

jurisdiction in which the
property is located Because these rent adjustments may be calculated based on changes in the CPI over

multi-year period changes in inflation rates can have delayed impact on our results of operations Rent adjustments during

2008 and 2009 have generally benefited from increases in inflation rates during the years prior to the scheduled rent adjustment

date However we expect that rent increases will be significantly lower in coming years as result of the current historically low

inflation rates in the U.S and the Euro zone

We have foreign investments and as result are subject to risk from the effects of exchange rate movements Because we generally

place both our debt obligation to the lender and the tenants rental obligation to us in the same currency our results of foreign

operations benefit from weaker U.S dollar and are adversely affected by stronger U.S dollar relative to foreign currencies that

is weaker U.S dollar will tend to increase both our revenues and our expenses while
stronger U.S dollar will tend to reduce

both our revenues and our expenses

The average rate for the U.S dollar in relation to the Euro strengthened by approximately 5% during 2009 in comparison to 2008

resulting in modestly negative impact on our results of operations for Euro-denominated investments in the current year For

2008 as compared with 2007 the
average rate for the U.S dollar in relation to the Euro weakened by approximately 7% resulting

in modestly positive impact on our results of operations for Euro-denominated investments in 2008 as compared with 2007

Investments denominated in the Euro accounted for approximately 17% 15% and 16% of our annualized lease revenues for

2009 2008 and 2007 respectively To the extent foreign currency exchange rates are in line with 2008 and 2009 levels they will

have minimal impact on our financial conditions and results of operations However significant shifts in the value of the Euro

could have material impact on our future results For example in the first two months of 2010 the dollar has strengthened

significantly relative to the Euro

HOW WE EVALUATE RESULTS OF OPERATIONS

We evaluate our results of
operations with primary focus on our ability to generate cash flow

necessary to meet our objectives

of funding distributions to shareholders and increasing our equity in our real estate As result our assessment of operating

results gives less emphasis to the effect of unrealized gains and losses which may cause fluctuations in net income for comparable

periods but have no impact on cash flows and to other non-cash charges such as depreciation and impairment charges

10 wwwCPA 14com



We consider cash flows from operating activities cash flows from investing activities cash flows from financing activities and

certain non-GAAP performance metrics to be important measures in the evaluation of our results of operations liquidity and

capital resources Cash flows from operating activities are sourced primarily from long-term
lease contracts These leases are

generally triple net and mitigate to an extent our exposure
to certain property operating expenses Our evaluation of the amount

and expected fluctuation of cash flows from operating activities is essential in assessing our ability to fund operating expenses

service debt and fund distributions to shareholders

We consider cash flows from operating activities plus cash distributions from equity investments in real estate in excess of equity

income less cash distributions paid to consolidated joint venture partners as supplemental measure of liquidity in evaluating

our ability to sustain distributions to shareholders We consider this measure useful as supplemental measure to the extent

the source of distributions in excess of equity income in real estate is the result of non-cash charges such as depreciation and

amortization because it allows us to evaluate the cash flows from consolidated and unconsolidated investments in comparable

manner In deriving this measure we exclude cash distributions from equity investments in real estate that are sourced from the

sales of the equity investees assets or refinancing of debt because we deem them to be returns of investment and not returns

on investment

We focus on measures of cash flows from investing activities and cash flows from financing activities in our evaluation of our

capital resources Investing activities typically consist of the acquisition or disposition of investments in real property and

the funding of capital expenditures with respect to real properties Financing activities primarily consist of the payment of

distributions to shareholders obtaining non-recourse mortgage financing generally in connection with the acquisition or

refinancing of properties
and making mortgage principal payments Our financing strategy

has been to purchase substantially

all of our properties with combination of equity and non-recourse mortgage debt lender on non-recourse mortgage loan

generally has recourse only to the
property collateralizing such debt and not to any of our other assets This strategy has allowed

us to diversify our portfolio of properties and thereby limit our risk However because of recent conditions in credit markets

obtaining financing is more challenging at present
and we may complete transactions without obtaining financing In the event

that balloon payment comes due we may seek to refinance the loan restructure the debt with existing lenders or evaluate our

ability to pay the balloon payment from our cash reserves or sell the property and use the proceeds to satisfy the mortgage debt

RESULTS OF OPERATIONS

Our evaluation of the sources of lease revenues is as follows in thousands

YEARS ENDED DECEMBER 31

2009 2008 2007

Rental income $147184 $142549 $138638

Interest income from direct financing leases 14356 15359 16472

$161540 $157908 $155110
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The following table sets forth the net lease revenues i.e rental income and interest income from direct financing leases that we
earned from lease obligations through our direct ownership of real estate in thousands

YEARS ENDED DECEMBER 31

LESSEE 2009 2008 2007

Carrefour France SAS 22177 19656 17379

Petsmart Inc 8303 8215 8303

Federal Express Corporationc 7044 6967 6891

Dicks Sporting Goods Inc 6939 7076 6832

Atrium Companies Inc 5277 5170 5017

Metaldyne Company LLCd 5210 3899 3797

Tower Automotive Inc 4629 4493 4194

Perkin Elmer Inc 4552 4802 3838

Katun Corporationa 4501 4497 4400

Caremark Rx Inc 4300 4300 4300

McLane Company Food Service Inc 3736 3706 3569

Amylin Pharmaceuticals Inc 3635

Amerix Corp 3241 2980 2928

Rave Reviews Cinemas LLC 3037 2907 2888

Gibson Guitar Corp 2727 2658 2556

Builders FirstSource Inc 2719 2692 2633

Gerber Scientific Inc 2668 2591 2508

Collins Aikman Corporation 2564 2488 3644

Waddington North America Inc 2536 2536 2468

Other 61745 66275 66965

$161540 $157908 $155110

Amounts are subject to fluctuations in foreign currency exchange rates The
average

rate for the US dollar in relation to the Euro
during

the
year

ended December 31 2009 strengthened

by approximately 5% in comparison to 2008 resulting in negative impact on lease revenues for our Euro-denominated investments in 2009 This impact was mitigated in some cases by

CPI or similar rent increases

Increase was due to CPI-based or equivalent rent increase

These revenues are generated in consolidated ventures generally
with our affiliates and include lease revenues applicable to noncontrolling interests totaling $9.8 million $7.2 million and

$6.4 million for the
years

ended December 31 2009 2008 and 2007 respectively

Increase is due to amortization of lease termination payment In December 2009 we entered into lease settlement with Metaldyne upon its emergence from bankruptcy whereby

Metaldyne terminated its lease for four of the five
properties

it leases from us Metaldyne will continue to lease the fifth
property at reduced rent We entered into direct leases with

existing subtenants at two of the properties vacated by Metaldyne while the other two
properties remain vacant at the date of this Report During 2009 we recognized an impairment

charge of $4.0 million on
property

leased to Metaldyne Note 11

We acquired an additional
property leased to this tenant in December 2007

We consolidated this venture as of September 30 2009 Note

Decrease in 2008 was due to the sale of two properties in December 2007
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We recognize income from equity investments in real estate of which lease revenues are significant component The following

table sets forth the net lease revenues earned by these ventures Amounts provided are the total amounts attributable to the

ventures and do not represent our proportionate
share dollars in thousands

OWNERSHIP INTEREST AT YEARS ENDED DECEMBER 31

LESSEE DECEMBER 31 2009 2009 2008 2007

Hellweg Die Profi-Baumarkte GmbH Co KG1 32% 35889 37128 25536

U-Haul Moving Partners Inc and

Mercury Partners L.P 12% 30589 28541 28541

True Value Company 50% 14492 14698 14169

Advanced Micro Devices Inc 67% 11175 11175 10451

Life Time Fitness Inc 56% 9272 9272 9216

CheckFree Holdings Inc 50% 4964 4830 4711

Best Buy Co Inc 37% 4553 4421 4484

Compucom Systems Inc 67% 5020 4902 4549

Del Monte Corporation 50% 3529 3241 2955

The Upper Deck Company 50% 3194 3194 3194

Dicks Sporting Goods Inc 45% 3141 3141 3030

ShopRite Supermarkets Inc 45% 2484 2461 2442

Town Sports International Holdings Inc 56% 1086 1086 1086

Amylin Pharmaceuticals Inc 50%
__________________

3343 3343

$129388 $131433 $117707

We acquired our interest in this venture during
2007 In addition to lease revenues the venture also earned interest income of $27.1 million $28.1 million and $19.5 million on note

receivable during 2009 2008 and 2007 respectively Amounts are subject to fluctuations in foreign currency exchange rates

Increase was due to CPI-based or equivalent
rent increase

We consolidated this venture as of September 30 2009 Note

LEASE REVENUES

Our net leases generally have rent adjustments based on formulas indexed to changes in the CPI or other similar indices for the

jurisdiction in which the property is located sales overrides or other periodic increases which are intended to increase lease

revenues in the future We own international investments and therefore lease revenues from these investments are subject

to fluctuations in exchange rate movements in foreign currencies In certain cases although we recognize lease revenues in

connection with our tenants obligation to pay rent we may also increase our uncollected rent expense if tenants are experiencing

financial distress and have not paid the rent to us that they owe as described in Property expenses below

2009 vs 2008 For the
year

ended December 31 2009 as compared to 2008 lease revenues increased by $3.6 million

primarily due to scheduled rent increases at several properties totaling $4.7 million In addition an adjustment we made in the

third quarter of 2009 to record venture under the consolidation method that was previously accounted for under the equity

method Note resulted in $2.5 million increase in lease revenues These increases were partially offset by decrease in lease

revenues of $3.1 million as result of tenants lease restructurings
and lease rejections in bankruptcy court as well as decrease

of $0.4 million as result of the negative impact of fluctuations in foreign currency exchange rates
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2008 vs 2007 For the
year

ended December 31 2008 as compared to 2007 lease revenues increased by $2.8 million

primarily due to scheduled rent increases at several
properties and rental income from an investment that we entered into in

December 2007 totaling $3.9 million Lease revenues also increased by $1.5 million due to the positive impact of fluctuations

in foreign currency exchange rates These increases were partially offset by the impact of property sales and lease terminations

during 2008 which reduced lease revenues by $2.5 million

OTHER OPERATING INCOME

Other operating income generally consists of costs reimbursable by tenants lease termination payments and other non-rent

related revenues including but not limited to settlements of claims against former lessees We receive settlements in the ordinary

course of business however the timing and amount of such settlements cannot always be estimated Reimbursable tenant costs

are recorded as both income and property expense and therefore have no impact on net income

2009 vs 2008 For the year ended December 31 2009 as compared to 2008 other
operating income increased by $2.9 million

primarily due to income recognized in connection with the forgiveness of loan to us by one of our tenants Upon emerging from

bankruptcy in the third quarter of 2009 Special Devices terminated its existing lease with us and entered into two new leases one

of which expired in January 2010 while the other one expires in June 2021 In connection with their restructuring Special Devices

forgave our existing $4.6 million note payable to it effective January 2010 As result of the loan forgiveness we recognized income

of $2.9 million in 2009 The remaining income will be recognized between 2010 and 2021 when the second lease expires

2008 vs 2007 For the year ended December 31 2008 as compared to 2007 other operating income increased by

$0.1 million

DEPRECIATION AND AMORTIZATION

2009 vs 2008 For the year ended December 31 2009 as compared to 2008 depreciation and amortization increased by

$4.1 million primarily due to an increase of $2.9 million in the amortization of lease-related intangible assets in connection with

the
restructuring

of several leases in 2009 and $2.2 million from venture that was previously accounted for under the equity

method Note These increases were partially offset by decrease in depreciation of $0.7 million related to property that

became fully depreciated in 2008

2008 vs 2007 For the year ended December 31 2008 as compared to 2007 depreciation and amortization expense

decreased by $0.6 million primarily due to $1.3 million write off of lease-related intangible assets in 2007 related to tenant that

terminated its lease with us This decrease was partially offset by full year of depreciation incurred on several properties acquired

in 2007 totaling $0.6 million

PROPERTY EXPENSE

2009 vs 2008 For the year ended December 31 2009 as compared to 2008 property expenses increased by $8.7 million

primarily due to increases in costs related to current and former tenants who have filed for bankruptcy totaling $10.8 million

partially offset by $2.2 million decrease in asset management and performance fees payable to the advisor The tenant related

costs in 2009 were comprised of increases of $8.6 million in uncollected rent expense and $2.2 million in professional fees

Included in uncollected rent expense for 2009 is charge of $3.9 million to write off estimated unrecoverable straight-line rent

receivables primarily for Nortel Networks Inc which filed for bankruptcy in January 2009 and disaffirmed its lease with us In

March 2010 we turned the property back to the lender in exchange for the lenders agreement to relieve us of all obligations under
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the related non-recourse mortgage loan The decrease in asset management and performance fees was result of decline in our

annual estimated net asset valuation at December 31 2008 in comparison with the estimated valuation at December 31 2007

2008 vs 2007 For the year ended December 31 2008 as compared to 2007 property expenses
increased by $2.6 million

primarily due to higher number of tenants experiencing financial difficulties which resulted in $1.6 million increase in

uncollected rent expense
and unreimbursable costs at these properties In addition reimbursable tenant costs increased by

$0.6 million in 2008

GENERAL AND ADMINISTRATIVE

2009 vs 2008 For the year ended December 31 2009 as compared to 2008 general and administrative expenses decreased

by $1.5 million primarily due to $1.4 million of costs incurred in connection with exploring potential liquidity alternatives

during 2008

2008 vs 2007 For the year ended December 31 2008 as compared to 2007 general and administrative expenses increased

by $0.3 million primarily due to the $1.4 million of costs incurred in connection with exploring potential liquidity alternatives

during 2008 partially offset by $0.9 million decrease in our share of
expenses

allocated by the advisor These expenses are

allocated among us and the affiliated CPA REITs according to formula based on gross revenues The amounts allocated to us

during 2008 decreased in comparison to prior years as result of the growth in gross revenues of certain of our affiliates

IMPAIRMENT CHARGES

For the
years

ended December 31 2009 2008 and 2007 we recorded impairment charges in our continuing real estate

operations totaling $40.3 million $1.1 million and $0.3 million respectively The table below summarizes these impairment

charges in thousands

LESSEE 2009 2008 2007 REASON

Nortel Networks Inc $22152 Tenant filed for bankruptcy

Buffets Inc 8100 Tenant filed for bankruptcy

Metaldyne Company 4027 Tenant filed for bankruptcy

Nexpak Corporation 3500 Tenant filed for bankruptcy

Decline in unguaranteed residual value or estimated

Various lessees 2566 1139 345 fair market value of properties

IMPAIRMENT CHARGES FROM

CONTINUING OPERATIONS $40345 $1139 $345

See Income from Equity Investments in Real Estate below for additional impairment charges incurred during 2009 and 2008
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INCOME FROM EQUITY INVESTMENTS IN REAL ESTATE

Income from equity investments in real estate represents our proportionate share of net income revenue less expenses

from investments entered into with affiliates or third parties in which we have noncontrolling interest but exercise

significant influence

2009 vs 2008 For the
year ended December 31 2009 as compared to 2008 income from equity investments in real estate

increased by $13.2 million primarily due to decrease in other-than-temporary impairment charges of $9.1 million and

reduction in interest expense of $2.1 million as result of several ventures refinancing their mortgage loans during 2008 and

2009 Under current accounting guidance for investments in unconsolidated ventures we are required to periodically compare

an investments carrying value to its estimated fair value and recognize an impairment charge to the extent that carrying value

exceeds fair value At December 31 2009 we incurred an other-than-temporary impairment charge of $0.7 million on an

equity investment to reduce the carrying value of the investment to its estimated fair value At December 31 2008 we incurred

impairment charges totaling $9.8 million on three domestic equity investments as result of their carrying values exceeding their

estimated fair values for which we deemed the decline in value to be other-than-temporary

2008 vs 2007 For the year ended December 31 2008 as compared to 2007 income from equity investments in real estate

decreased by $16.5 million primarily due to the recognition of other-than-temporary impairment charges totaling $9.8 million

in 2008 as described above In addition income from equity investments in real estate decreased by $5.4 million as result of the

sale of certain investments in the fourth quarter of 2007 During 2008 we also recognized net loss of $0.4 million from

German venture that we acquired in April 2007 as compared to net gain of $1.4 million in 2007 Substantially all of the loss

from the German venture resulted from the recognition of an unrealized loss on embedded credit derivative instruments

OTHER INCOME AND EXPENSES

Other income and expenses generally consists of gains and losses on foreign currency transactions and derivative instruments

We and certain of our foreign consolidated subsidiaries have intercompany debt and/or advances that are not denominated in

the entitys functional currency When the intercompany debt or accrued interest thereon is remeasured against the functional

currency
of the

entity gain or loss may result For intercompany transactions that are of long-term investment nature the

gain or loss is recognized as cumulative translation adjustment in other comprehensive income or loss We also recognize gains

or losses on foreign currency transactions when we repatriate cash from our foreign investments In addition we have certain

derivative instruments including common stock warrants for which realized and unrealized gains and losses are included in

earnings The timing and amount of such gains and losses cannot always be estimated and are subject to fluctuation

2009 vs 2008 For the
year

ended December 31 2009 as compared to 2008 net other income decreased by $2.4 million

primarily due to decrease in realized gains on foreign currency transactions of $3.3 million as result of the
strengthening of

the U.S dollar relative to the Euro in 2009 as compared to 2008 as well as reduction in the total amount of cash repatriated from

foreign subsidiaries This decrease was partially offset by unrealized
gains totaling $1.3 million on certain marketable securities

in 2009

2008 vs 2007 For the
year

ended December 31 2008 as compared to 2007 net other income decreased by $7.1 million

primarily due to reduction in gains on the exchange or sale of real estate net of $9.0 million which was partially offset by an

increase in net gains on foreign currency transactions of $1.8 million During 2007 we recognized gain on exchange of real

estate of $8.4 million in connection with the exchange of redeveloped land for condominium interest in newly constructed

retail facility Construction of the retail facility was funded entirely by the developer and was completed in November 2007 at

which time we completed the exchange and recognized gain on the exchange of $8.4 million In addition during 2007 we
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also recognized gain of $1.1 million on the sale of two properties to Collins Aikman Corporation which repurchased two

properties it leased from us upon its emergence from bankruptcy protection The increase in net gains on foreign currency

transactions was primarily due to the continued weakening of the U.S dollar relative to the Euro during 2008 as compared

to 2007

ADVISOR SETTLEMENT

During 2008 we recognized income of $10.9 million in connection with the advisors SEC Settlement Note 14 We received

payment of this amount from the advisor in April 2008

PROVISION FOR INCOME TAXES

2009 vs 2008 For the years ended December 31 2009 2008 and 2007 provisions for income taxes were $3.3 million

$2.2 million and $1.9 million respectively The increase in 2009 of $1.1 million compared to 2008 was primarily due to an

increase in foreign tax liabilities as result of higher taxable income recognized by certain foreign subsidiaries

DISCONTINUED OPERATIONS

2009 During 2009 we recognized income from discontinued operations of $9.9 million During 2009 we sold two domestic

properties and
recognized net gain

of $8.6 million In addition income generated
from the operations of discontinued

properties was $1.3 million for the
year

ended December 31 2009

2008 During 2008 we recognized income from discontinued operations of $3.0 million which consisted of income generated

from the operations of discontinued properties of $2.5 million and net gain on sale of properties of $0.5 million

2007 During 2007 we recognized income from discounted operations of $10.0 million due to the recognition of net gain of

$7.8 million on the sale of property in Arizona as well as income generated from the operations of discounted properties of

$2.2 million

NET INCOME ATTRIBUTABLE TO CPA14 SHAREHOLDERS

2009 vs 2008 For the year ended December 31 2009 as compared to 2008 the resulting net income attributable to CPA14
shareholders decreased by $39.8 million

2008 vs 2007 For the
year

ended December 31 2008 as compared to 2007 the resulting net income attributable to CPA14

shareholders decreased by $19.2 million

FINANCIAL CONDITION

Sources and Uses of Cash during the Year

One of our objectives is to use the cash flow from net leases to meet operating expenses service debt and fund distributions to

shareholders Our cash flows fluctuate period to period due to number of factors which may include among other things the

timing of purchases and sales of real estate timing of proceeds from non-recourse mortgage loans and receipt of lease revenues

the advisors annual election to receive fees in restricted shares of our common stock or cash the timing and characterization of

distributions from equity investments in real estate and payment to the advisor of the annual installment of deferred acquisition

fees and interest thereon in the first quarter Despite this fluctuation we believe that we will generate sufficient cash from

operations and from equity distributions in excess of equity income in real estate to meet our short-term and long-term liquidity
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needs We may also use existing cash resources the proceeds of non-recourse mortgage loans and the issuance of additional

equity securities to meet these needs We assess our ability to access capital on an ongoing basis Our sources and uses of cash

during the
year are described below

Operating Activities During 2009 we used cash flows from operating activities of $87.9 million to fund distributions to

shareholders of $68.8 million We also made scheduled mortgage principal installments of $44.9 million and paid distributions of

$2.5 million to affiliates who hold noncontrolling interests in various entities with us Cash distributions received from our equity

investments in real estate in excess of cumulative equity income see Investing Activities below and our existing cash resources

were also used to fund scheduled mortgage principal payments and distributions to holders of noncontrolling interests

In 2009 our cash flows from operating activities were negatively affected by increased rent delinquencies and property carrying

costs related to tenants operating under bankruptcy protection In addition for 2009 the advisor elected to receive 20% of its

performance fee from us in cash with the remaining 80% in our restricted stock while in 2008 the advisor had elected to receive

all of its performance fees from us in our restricted stock This change by the advisor had negative impact on our cash flow

of approximately $2.9 million in 2009 During 2008 our cash flows from operating activities benefited from the receipt of

$10.9 million from the advisor in connection with the SEC Settlement

Investing Activities Our investing activities are generally comprised of real estate related transactions purchases and sales

payment of our annual installment of deferred acquisition fees to the advisor and capitalized property
related costs During

2009 we received aggregate proceeds of $26.2 million from the sale of two domestic properties We used $15.0 million of the

sales proceeds from one of these properties which had been encumbered by $12.2 million non-recourse mortgage loan

to defease non-recourse mortgage debt on two unrelated domestic properties We then substituted the then-unencumbered

properties as collateral for the pre-existing $12.2 million loan We also received distributions from our equity investments in

real estate in excess of cumulative equity income of $12.3 million including $2.2 million of cash that was repatriated from

German investment and $1.9 million representing our share of net proceeds from ventures mortgage refinancing In addition

we contributed $5.3 million to an equity investment to partially paydown its existing mortgage balance in connection with the

ventures restructuring of its non-recourse mortgage debt Capital expenditures which totaled $2.9 million primarily consisted

of $2.5 million to acquire an expansion constructed by tenant at an existing property In January 2009 we paid our annual

installment of deferred acquisition fees to the advisor which totaled $3.6 million

Financing Activities In addition to making scheduled mortgage principal payments and paying distributions to shareholders

and to affiliates that hold noncontrolling interests in various entities with us we used $49.3 million to defease or prepay several

non-recourse mortgage obligations We defeased debt totaling $15.0 million on two properties see Investing Activities above

refinanced mortgage loans totaling $31.6 million which had scheduled maturity dates during 2009 for new non-recourse

mortgage financing of $27.8 million and used $2.7 million to defease mortgage loan in connection with the sale of property

We also received $8.8 million as result of issuing shares through our distribution reinvestment and stock purchase plan and

used $38.6 million to repurchase our shares through redemption plan that allows shareholders to sell shares back to us subject

to certain limitations as described below We incurred deferred financing costs on financing obtained during 2009 totaling

$1.0 million

We maintain quarterly redemption plan pursuant to which we may at the discretion of our board of directors redeem shares

of our common stock from shareholders seeking liquidity We limit the number of shares we may redeem so that the shares we

redeem in any quarter together with the aggregate number of shares redeemed in the preceding three fiscal quarters does not

exceed maximum of 5% of our total shares outstanding as of the last day of the immediately preceding quarter In addition

our ability to effect redemptions is subject to our having available cash to do so Due to higher levels of redemption requests as
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compared to prior years as of the third quarter of 2009 redemptions totaled approximately 5% of total shares outstanding In

light of this 5% limitation and our desire to preserve capital and liquidity in September 2009 our board of directors approved the

suspension of our redemption plan effective for all redemption requests received subsequent to September 2009 which was the

deadline for all redemptions taking place in the third quarter of 2009 We may make limited exceptions to the suspension of the

program in cases of death or qualifying disability During the first quarter of 2010 our board of directors re-evaluated the status of

our redemption plan and determined to keep the suspension in place The suspension continues as of the date of this Report and

will remain in effect until our board of directors in its discretion determines to reinstate the redemption plan We cannot give

any assurances as to the timing of any further actions by the board with respect to the plan

For the year ended December 31 2009 we redeemed 3153150 shares of our common stock pursuant to our redemption plan

at an average price per share of $12.10 All of the redemption requests made prior to the suspension of our redemption plan

were granted For redemption requests made after the suspension of the redemption plan only those which qualified under

the exceptions to the suspension of our redemption plan as described above were granted Of the total 2009 redemptions we

redeemed 39391 shares in the fourth quarter of 2009 all of which were redeemed under the exceptions to the suspension We

funded share redemptions during 2009 from the proceeds of the sale of shares of our common stock pursuant to our distribution

reinvestment and share purchase plan and from existing cash resources

SUMMARY OF FINANCING

The table below summarizes our non-recourse long-term debt dollars in thousands

DECEMBER 31

2009 2008

Balance

Fixed rate $684284 $691263

Variable rate 121379 119531

TOTAL $805663 $810794

Percent of total debt

Fixed rate 85% 85%

Variable rate 15% 15%

100% 100%

Weighted average interest rate at end of year

Fixed rate 7.2% 7.4%

Variable rate 6.2% 6.2%

Variable rate debt at December 31 2009 included $18.4 million that has been effectively converted to fixed rate debt through interest rate swap derivative instruments and

ii $97.7 million in mortgage obligations that bore interest at fixed rates but that convert to variable rates during their term The interest rate for one of these loans which had an

outstanding balance of $8.0 million at December 31 2009 is scheduled to reset to variable rate in April 2010

CASH RESOURCES

At December 31 2009 our cash resources consisted of cash and cash equivalents totaling $93.3 million Of this amount

$6.1 million at then current exchange rates was held in foreign bank accounts and we could be subject to restrictions or
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significant costs should we decide to repatriate these amounts We also had unleveraged properties that had an aggregate carrying

value of $57.3 million although given the current economic environment there can be no assurance that we would be able to

obtain financing for these properties Our cash resources can be used for working capital needs and other commitments

At the date of this Report we had several properties that were vacant following the former tenants termination of their leases

with us in bankruptcy court During the time that these properties remain unoccupied we anticipate that we will incur significant

carrying costs If additional tenants encounter financial difficulties as result of the current economic environment our cash

flows could be further impacted

CASH REQUIREMENTS

During 2010 we expect that cash payments will include paying distributions to shareholders and to our affiliates who hold

noncontrolling interests in entities we control and making scheduled mortgage principal payments as well as other normal

recurring operating expenses Balloon payments on our consolidated investments totaling $66.7 million will be due during 2010

consisting of $17.5 million during the first quarter of 2010 $12.2 million during the second quarter of2OlO $11.7 million in

the third quarter of 2010 and $25.3 million during the fourth quarter of 2010 During the first quarter of 2010 we made balloon

payments totaling $5.4 million on maturing mortgage loans We are actively seeking to refinance certain of these loans and believe

we have existing cash resources that can be used to make these payments

OFF-BALANCE SHEET ARRANGEMENTS AND CONTRACTUAL OBLIGATIONS

The table below summarizes our off-balance sheet arrangements and contractual obligations at December 31 2009 and the

effect that these arrangements and obligations are expected to have on our liquidity and cash flow in the specified future periods

in thousands

LESS THAN MORE THAN
YEAR YEARSTOTAL 1-3 YEARS 3-5 YEARS

Non-recourse debt Principal 805663 86262 434601 37277 247523

Deferred acquisition fees Principal 6880 2645 2557 893 785

Interest on borrowings and deferred acquisition fees 195447 54325 63405 33669 44048

Subordinated disposition fees 5722 5722

Operating and other lease commitments 4462 641 1305 1310 1206

$1018174 $1 43873 $507590 $73149 $293562

Interest on unhedged variable rate debt obligations was calculated using the applicable annual variable interest rates and balances outstanding at December 31 2009

Payable to the advisor subject to meeting contingencies in connection with any liquidity event There can be no assurance that any liquidity event will be achieved in this time frame See

Holding Period in Item of our annual report on Form 10-K

Operating
and other lease commitments consist primarily of rent obligations under ground leases and our share of future minimum rents payable under an office cost-sharing agreement

with certain affiliates for the purpose of leasing office space used for the administration of real estate entities Amounts under the cost-sharing agreement are allocated among the entities

based on gross revenues and are adjusted quarterly
The table above excludes the rental obligations under ground leases of two ventures in which we own combined interest of 32%

These
obligations

total
approximately $34.6 million over the lease terms which extend

through
2091 We account for these ventures under the equity method of accounting

Amounts in the table above related to our foreign operations are based on the exchange rate of the local currencies at

December 31 2009 At December 31 2009 we had no material capital lease obligations for which we are the lessee either

individually or in the
aggregate
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We acquired two related investments in 2007 that are accounted for under the equity method of accounting as we do not have

controlling interest but exercise significant influence The remaining ownership of these entities is held by our advisor and certain

of our affiliates The primary purpose of these investments was to ultimately acquire an interest in the underlying properties

and as such was structured to effectively transfer the economics of ownership to us and our affiliates while still monetizing the

sales value by transferring the legal ownership in the underlying properties over time We acquired an interest in venture the

property venture that in turn acquired 24.7% ownership interest in limited partnership owning 37 properties throughout

Germany Concurrently we also acquired an interest in second venture the lending venture that made loan the note

receivable to the holder of the remaining 75.3% interests in the limited partnership the partner Under the terms of the

note receivable the lending venture will receive interest that approximates 75% of all income earned by the limited partnership

less adjustments Our total effective ownership interest in the ventures is 32% In connection with the acquisition the property

venture agreed to an option agreement that gives the property venture the right to purchase from the partner an additional

75% interest in the limited partnership no later than December 2010 at price equal to the principal amount of the note

receivable at the time of purchase Upon exercise of this purchase option the property venture would own 99.7% of the limited

partnership The property venture has also agreed to second assignable option agreement to acquire the remaining 0.3% interest

in the limited partnership by December 2012 If the property venture does not exercise its option agreements the partner has

option agreements to put its remaining interests in the limited partnership to the property venture during 2014 at price equal to

the principal amount of the note receivable at the time of purchase

Upon exercise of the purchase option or the put in order to avoid circular transfers of cash the seller and the lending venture and

the property venture agreed that the lending venture or the seller may elect upon exercise of the respective purchase option or

put option to have the loan from the lending venture to the seller repaid by deemed transfer of cash The deemed transfer shall

be in amounts necessary to fully satisfy the sellers obligations to the lending venture and the lending venture shall be deemed

to have transferred such funds up to us and our affiliates as if we had recontributed them down into the property venture based

on our pro rata ownership Accordingly at December 31 2009 based on the exchange rate of the Euro the only additional

cash required by us to fund the exercise of the purchase option or the put would be the pro rata amounts necessary to redeem

the advisors interest the aggregate of which would be $2.4 million with our share approximating $0.8 million In addition our

maximum exposure to loss on these ventures was $16.2 million inclusive of both our existing investment and the amount to fund

our future commitment
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We have investments in unconsolidated ventures that own single-tenant properties net leased to corporations All of the

underlying investments are owned with our affiliates Summarized financial information for these ventures and our ownership

interest in the ventures at December 31 2009 are presented below Summarized financial information provided represents the

total amounts attributable to the ventures and does not represent our proportionate share dollars in thousands

OWNERSHIP INTEREST AT TOTAL THIRD

LESSEE DECEMBER 31 2009 TOTAL ASSETS PARTY DEBT MATURITY DATE

ShopRite Supermarkets Inc 45% 16342 9483 7/20 10

The Upper Deck Company 50% 27693 10403 2/2011

Del Monte Corporation 50% 14505 10389 8/2011

Advanced Micro Devices Inc 67% 88182 33502 1/20 12

Best Buy Co Inc 37% 42562 24594 2/20 12

TrueValueCompany 50% 131196 69165 1/20132/2013

U-Haul Moving Partners Inc and Mercury

Partners LP 12% 294101 164328 5/2014

Checkfree Holdings Inc 50% 33745 29500 6/20 16

Life Time Fitness Inc and Town Sports

International Holdings Inc 56% 114443 83249 12/2016 5/2017

Hellweg Die Profi-Baumarkte GmbH Co KG 32% 470451 404267 4/20 17

Compucom Systems Inc 67% 32738 21748 3/2019

Dicks Sporting Goods Inc 45% 27756 22185 1/2022

$1293714 $882813

In July 2009 this venture restructured its existing non-recourse mortgage debt and made an $8.0 million partial paydown of the loan balance

Ownership interest
represents our combined interest in two ventures Total assets excludes note receivable from an unaffihiated third party Total third party debt excludes related

noncontrolling interest that is redeemable by the unaffiliated third
party

The note receivable and
noncontrolling

interest each had
carrying

value of $337.4 million at December 312009

Dollar amounts shown are based on the exchange rate of the Euro at December 31 2009

In
April 2009 this venture refinanced its

existing non-recourse mortgage debt for new non-recourse financing
of $22.6 million

In connection with the purchase of many our properties we required the sellers to perform environmental reviews We believe

based on the results of these reviews that our properties were in substantial compliance with federal and state environmental

statutes at the time the properties were acquired However portions of certain properties have been subject to some degree of

contamination principally in connection with either leakage from underground storage tanks surface spills or other on-site

activities In most instances where contamination has been identified tenants are actively engaged in the remediation process
and

addressing identified conditions Tenants are generally subject to environmental statutes and regulations regarding the discharge

of hazardous materials and any related remediation obligations In addition our leases generally require tenants to indemnify

us from all liabilities and losses related to the leased properties with provisions of this indemnification specifically addressing

environmental matters The leases generally include provisions that allow for periodic environmental assessments paid for by the

tenant and allow us to extend leases until such time as tenant has satisfied its environmental obligations Certain of our leases

allow us to require financial assurances from tenants such as performance bonds or letters of credit if the costs of remediating

environmental conditions are in our estimation in excess of specified amounts Accordingly we believe that the ultimate

resolution of any environmental matters should not have material adverse effect on our financial condition liquidity or results

of operations

22 www.CPAI4.rom



Critical Accounting Estimates

Our significant accounting policies are described in Note to the consolidated financial statements Many of these accounting

policies require judgment and the use of estimates and assumptions when applying these policies in the preparation of our

consolidated financial statements On quarterly basis we evaluate these estimates and judgments based on historical experience

as well as other factors that we believe to be reasonable under the circumstances These estimates are subject to change in the

future if underlying assumptions or factors change Certain accounting policies while significant may not require the use of

estimates Those accounting policies that require significant estimation and/or judgment are listed below

CLASSIFICATION OF REAL ESTATE ASSETS

We classify our directly owned leased assets for financial reporting purposes at the inception
of lease or when significant

lease terms are amended as either real estate leased under operating leases or net investment in direct financing leases This

classification is based on several criteria including but not limited to estimates of the remaining economic life of the leased

assets and the calculation of the present value of future minimum rents We estimate remaining economic life based in part

on third party appraisals of the leased assets We calculate the present value of future minimum rents using
the leases implicit

interest rate which requires an estimate of the residual value of the leased assets as of the end of the non-cancelable lease

term Estimates of residual values are generally based on third party appraisals Different estimates of residual value result in

different implicit interest rates and could possibly affect the financial reporting classification of leased assets The contractual

terms of our leases are not necessarily different for operating and direct financing leases however the classification is based on

accounting pronouncements that are intended to indicate whether the risks and rewards of ownership are retained by the lessor or

substantially transferred to the lessee We believe that we retain certain risks of ownership regardless of accounting classification

Assets classified as net investment in direct financing leases are not depreciated but are written down to expected residual value

over the lease term Therefore the classification of assets may have significant impact on net income even though it has no effect

on cash flows

IDENTIFICATION OF TANGIBLE AND INTANGIBLE ASSETS IN CONNECTION WITH REAL ESTATE ACQUISITIONS

In connection with our acquisition of properties accounted for as operating leases we allocate purchase costs to tangible and

intangible assets and liabilities acquired based on their estimated fair values We determine the value of tangible assets consisting

of land and buildings as if vacant and record intangible assets including the above- and below-market value of leases the value

of in-place leases and the value of tenant relationships at their relative estimated fair values

We determine the value attributed to tangible assets in part using discounted cash flow model that is intended to approximate

both what third party would pay to purchase the vacant property and rent at current estimated market rates In applying the

model we assume that the disinterested party would sell the property at the end of an estimated market lease term Assumptions

used in the model are property-specific where this information is available however when certain necessary
information is

not available we use available regional and property-type information Assumptions and estimates include discount rate or

internal rate of return marketing period necessary to put lease in place carrying costs during the marketing period leasing

commissions and tenant improvements allowances market rents and growth factors of these rents market lease term and cap

rate to be applied to an estimate of market rent at the end of the market lease term

We acquire properties subject to net leases and determine the value of above-market and below-market lease intangibles based on

the difference between the contractual rents to be paid pursuant to the leases negotiated and in place at the time of acquisition

of the properties and ii our estimate of fair market lease rates for the property or similar property both of which are measured

over period equal to the estimated market lease term We discount the difference between the estimated market rent and
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contractual rent to present value using an interest rate reflecting our current assessment of the risk associated with the lease

acquired which includes consideration of the credit of the lessee Estimates of market rent are generally based on third party

appraisal obtained in connection with the property acquisition and can include estimates of market rent increase factors which

are generally provided in the appraisal or by local brokers

We evaluate the specific characteristics of each tenants lease and any pre-existing relationship with each tenant in determining

the value of in-place lease and tenant relationship intangibles To determine the value of in-place lease intangibles we consider

estimated market rent estimated carrying costs of the property during hypothetical expected lease-up period current market

conditions and costs to execute similar leases Estimated carrying costs include real estate taxes insurance other
property

operating costs and estimates of lost rentals at market rates during the hypothetical expected lease-up periods based on

assessments of specific market conditions In determining the value of tenant relationship intangibles we consider the expectation

of lease renewals the nature and extent of our existing relationship with the tenant prospects for developing new business with

the tenant and the tenants credit profile We also consider estimated costs to execute new lease including estimated leasing

commissions and legal costs as well as estimated carrying costs of the property during hypothetical expected lease-up period

We determine these values using third party appraisals or our estimates

BASIS OF CONSOLIDATION

When we obtain an economic interest in an entity we evaluate the entity to determine if it is deemed variable interest entity

VIE and if so whether we are deemed to be the primary beneficiary and are therefore required to consolidate the entity

Significant judgment is required to determine whether VIE should be consolidated We review the contractual arrangements

provided for in the partnership agreement or other related contracts to determine whether the entity is considered VIE under

current authoritative
accounting guidance and to establish whether we have any variable interests in the VIE We then compare

our variable interests if any to those of the other venture partners to identify the party that is exposed to the majority of the

VIES expected losses expected residual returns or both We use this analysis to determine who should consolidate the VIE The

comparison uses both qualitative and quantitative analytical techniques that may involve the use of number of assumptions

about the amount and
timing of future cash flows

For an entity that is not considered to be VIE the general partners in limited partnership or similar entity are presumed

to control the entity regardless of the level of their ownership and accordingly may be required to consolidate the entity We
evaluate the partnership agreements or other relevant contracts to determine whether there are provisions in the agreements that

would overcome this presumption If the agreements provide the limited partners with either the substantive ability to dissolve

or liquidate the limited partnership or otherwise remove the general partners without cause or substantive participating rights

the limited partners rights overcome the presumption of control by general partner of the limited partnership and therefore

the general partner must account for its investment in the limited partnership using the equity method of accounting

When we obtain an economic interest in an entity that is structured at the date of acquisition as tenant-in-common interest

we evaluate the tenancy-in-common agreements or other relevant documents to ensure that the entity does not qualify as VIE

and does not meet the control requirement required for consolidation We also use judgment in determining whether the shared

decision-making involved in tenant-in-common interest investment creates an opportunity for us to have significant influence

on the operating and financial decisions of these investments and thereby creates some responsibility by us for return on our

investment We account for tenancy-in-common interests under the equity method of accounting
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IMPAIRMENTS

We periodically assess whether there are any indicators that the value of our long-lived assets may be impaired or that their

carrying value may not be recoverable These impairment indicators include but are not limited to the vacancy of property that

is not subject to lease lease default by tenant that is experiencing
financial difficulty the termination of lease by tenant

or the rejection of lease in bankruptcy proceeding Impairment charges
do not necessarily reflect the true economic loss

caused by the default of the tenant which may be greater or less than the impairment amount In addition we use non-recourse

debt to finance our acquisitions and sto the extent that the value of an asset is written down to below the value of its debt there

is an unrealized gain that will be triggered when we turn the asset back to the lender in satisfaction of the debt We may incur

impairment charges on long-lived assets including real estate direct financing leases assets held for sale and equity investments

in real estate We may also incur impairment charges on marketable securities Estimates and judgments used when evaluating

whether these assets are impaired are presented below

Real Estate

For real estate assets in which an impairment indicator is identified we follow two-step process to determine whether an asset

is impaired and to determine the amount of the charge First we compare the carrying
value of the property to the future net

undiscounted cash flow that we expect
the

property
will generate including any estimated proceeds from the eventual sale of the

property
The undiscounted cash flow analysis requires us to make our best estimate of market rents residual values and holding

periods We estimate market rents and residual values using market information from outside sources such as broker quotes or

recent comparable sales In cases where the available market information is not deemed appropriate we perform future net

cash flow analysis discounted for inherent risk associated with each asset to determine an estimated fair value As our investment

objective is to hold properties on long-term basis holding periods used in the undiscounted cash flow analysis generally range

from five to ten years Depending on the assumptions made and estimates used the future cash flow projected in the evaluation

of long-lived assets can vary
within range of outcomes We consider the likelihood of possible outcomes in determining the

best possible estimate of future cash flows If the future net undiscounted cash flow of the property is less than the carrying value

the property is considered to be impaired We then measure the loss as the excess of the carrying value of the property over its

estimated fair value The propertys estimated fair value is primarily determined using market information from outside sources

such as broker quotes or recent comparable sales

Direct Financing Leases

We review our direct financing leases at least annually to determine whether there has been an other-than-temporary decline in

the current estimate of residual value of the property The residual value is our estimate of what we could realize upon the sale

of the property at the end of the lease term based on market information from outside sources such as broker quotes or recent

comparable sales If this review indicates that decline in residual value has occurred that is other-than-temporary we recognize

an impairment charge and revise the accounting for the direct financing lease to reflect portion of the future cash flow from

the lessee as return of principal
rather than as revenue While we evaluate direct financing leases if there are any indicators that

the residual value may be impaired the evaluation of direct financing lease can be affected by changes in long-term market

conditions even though the obligations of the lessee are being met

Assets Held for Sale

We classify assets that are accounted for as operating leases as held for sale when we have entered into contract to sell the

property
all material due diligence requirements

have been satisfied and we believe it is probable
that the disposition will occur

within one year
When we classify an asset as held for sale we calculate its estimated fair value as the expected sale price less

expected selling costs We base the expected sale price on the contract and the expected selling costs on information provided by

brokers and legal counsel We then compare the assets estimated fair value to its carrying value and if the estimated fair value is
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less than the propertys carrying value we reduce the carrying value to the estimated fair value We will continue to review the

property for subsequent changes in the estimated fair value and may recognize an additional impairment charge if warranted

If circumstances arise that we previously considered unlikely and as result we decide not to sell property previously classified

as held for sale we reclassify the property as held and used We record
property

that is reclassified as held and used at the lower

of its
carrying amount before the property was classified as held for sale adjusted for any depreciation expense that would

have been
recognized

had the property been continuously classified as held and used or the estimated fair value at the date of

the subsequent decision not to sell

Equity Investments in Real Estate

We evaluate our equity investments in real estate on periodic basis to determine if there are any indicators that the value of

our equity investment may be impaired and to establish whether or not that impairment is other-than-temporary To the extent

impairment has occurred we measure the charge as the excess of the carrying value of our investment over its estimated fair

value which is determined by multiplying the estimated fair value of the underlying ventures net assets by our ownership interest

percentage For our unconsolidated ventures in real estate we calculate the estimated fair value of the underlying ventures real

estate or net investment in direct financing lease as described in Real Estate and Direct Financing Leases above The fair value of

the underlying ventures debt if any is calculated based on market interest rates and other market information The fair value of

the underlying ventures other assets and liabilities is generally assumed to be equal to their carrying value

Marketable Securities

We evaluate our marketable securities for impairment if decline in estimated fair value below cost basis is significant and/or has

lasted for an extended period of time We review the underlying cause of the decline in value and the estimated
recovery period

as well as the
severity and duration of the decline to determine if the decline is other-than-temporary In our evaluation we

consider our ability and intent to hold these investments for reasonable period of time sufficient for us to recover our cost basis

We also evaluate the near-term prospects for each of these investments in relation to the severity and duration of the decline If we
determine that the decline is other-than-temporary we record an impairment charge to reduce our cost basis to the estimated fair

value of the security

PROVISION FOR UNCOLLECTED AMOUNTS FROM LESSEES

On an ongoing basis we assess our ability to collect rent and other tenant-based receivables and determine an appropriate

allowance for uncollected amounts Because we have limited number of lessees 19 lessees represented 62% of lease revenues

during 2009 we believe that it is necessary to evaluate the collectibility of these receivables based on the facts and circumstances

of each situation rather than solely using statistical methods Therefore in
recognizing our provision for uncollected rents and

other tenant receivables we evaluate actual past due amounts and make subjective judgments as to the collectability of those

amounts based on factors including but not limited to our knowledge of lessees circumstances the age of the receivables the

tenants credit profile and prior experience with the tenant Even if lessee has been making payments we may reserve for the

entire receivable amount from the lessee if we believe there has been significant or continuing deterioration in the lessees ability

to meet its lease
obligations
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INCOME TAXES

We have elected to be treated as REIT under Sections 856 through 860 of the Code In order to maintain our qualification

as REIT we are required to among other things distribute at least 90% of our REIT net taxable income to our shareholders

excluding net capital gains and meet certain tests regarding the nature of our income and assets As REIT we are not subject

to U.S federal income tax with respect to the portion of our income that meets certain criteria and is distributed annually to

shareholders Accordingly no provision
for U.S federal income taxes is included in the consolidated financial statements with

respect to these operations We believe we have operated and we intend to continue to operate in manner that allows us to

continue to meet the requirements for taxation as REIT Many of these requirements however are highly technical and complex

If we were to fail to meet these requirements we would be subject to U.S federal income tax

We conduct business in various states and municipalities within the U.S and the European Union and as result we or one or

more of our subsidiaries file income tax returns in the U.S federal jurisdiction and various state and certain foreign jurisdictions

As result we are subject to certain state local and foreign taxes and provision
for such taxes is included in the consolidated

financial statements

Significant judgment is required in determining our tax provision
and in evaluating our tax positions We establish tax reserves in

accordance using benefit recognition model which we believe could result in greater amount of benefit and lower amount

of reserve being initially recognized in certain circumstances Provided that the tax position is deemed more likely than not of

being sustained we recognize the largest amount of tax benefit that is greater
than 50 percent likely of being ultimately realized

upon settlement The tax position must be derecognized when it is no longer more likely than not of being sustained

Future Accounting Requirements

In June 2009 the FASB issued amended guidance related to the consolidation of VIEs These amendments require an enterprise to

qualitatively assess the determination of the primary beneficiary of VIE based on whether the entity
has the power to direct

matters that most significantly impact the activities of the VIE and has the obligation to absorb losses or the right to receive

benefits of the VIE that could potentially be significant to the VIE The amendments change the consideration of kick-out rights

in determining if an entity is VIE which may cause certain additional entities to now be considered VIEs Additionally they

require an ongoing reconsideration of the primary beneficiary and provide
framework for the events that trigger

reassessment

of whether an entity is VIE This guidance is effective for us beginning January 2010 We are currently assessing the potential

impact that the adoption of the new guidance will have on our financial position
and results of operations
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Quantitative and Qualitative Disclosures

About Market Risk

MARKET RISKS

Market risk is the exposure to loss
resulting from changes in interest rates foreign

currency exchange rates and equity prices The primary risks to which we are exposed
are interest rate risk and foreign currency exchange risk We are also exposed to

market risk as result of concentrations in certain tenant industries including

automotive related industries see Current Trends

We do not generally use derivative financial instruments to manage foreign currency

exchange risk
exposure

and do not use derivative instruments to hedge credit/market

risks or for speculative purposes

INTEREST RATE RISK

The value of our real estate and related fixed rate debt obligations are subject to

fluctuations based on changes in interest rates The value of our real estate is also

subject to fluctuations based on local and regional economic conditions and changes

in the creditworthiness of lessees all of which may affect our ability to refinance

property-level mortgage debt when balloon payments are scheduled Interest rates are

highly sensitive to many factors including governmental monetary and tax policies

domestic and international economic and political conditions and other factors

beyond our control An increase in interest rates would likely cause the value of our

owned assets to decrease Increases in interest rates may also have an impact on the

credit profile of certain tenants

Although we have not experienced any credit losses on investments in loan

participations in the event of significant rising interest rate environment and
given

the current economic crisis loan defaults could occur and result in our recognition of

credit losses which could adversely affect our liquidity and operating results Further

such defaults could have an adverse effect on the spreads between interest earning

assets and interest bearing liabilities

We hold participation in Carey Commercial Mortgage Trust CCMT mortgage

pool consisting of $172.3 million of mortgage debt collateralized by properties and

lease assignments on properties owned by us and two affiliates With our affiliates

we also purchased subordinated interests totaling $24.1 million in which we own
25% interest and we acquired an additional 30% interest in the subordinated

interests from CPA12 in connection with the Merger The subordinated interests

are payable only after all other classes of ownership receive their stated interest and

related principal payments The subordinated interests therefore could be affected

by any defaults or nonpayment by lessees At December 31 2009 there have been

no defaults We account for the CCMT as marketable
security that we expect to

hold on long-term basis The value of the CCMT is subject to fluctuation based on

changes in interest rates economic conditions and the creditworthiness of lessees at
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the mortgaged properties
At December 31 2009 we estimate that our total interest in CCMT had fair value of $12.2 million an

increase of $0.8 million from the fair value at December 31 2008

We are exposed to the impact of interest rate changes primarily through our borrowing activities To limit this exposure we

attempt to obtain mortgage financing on long-term fixed-rate basis However from time to time we or our venture partners

may obtain variable rate non-recourse mortgage loans and as result may enter into interest rate swap agreements or interest

rate cap agreements with lenders that effectively convert the variable rate debt service obligations
of the loan to fixed rate

Interest rate swaps are agreements in which series of interest rate flows are exchanged over specific period and interest rate

caps
limit the borrowing rate of variable rate debt obligations

while allowing participants to share in downward shifts in interest

rates These interest rate swaps and
caps are derivative instruments designated as cash flow hedges on the forecasted interest

payments on the debt obligation
The notional or face amount on which the swaps or caps are based is not exchanged Our

objective in using such derivatives is to limit our exposure to interest rate movements At December 31 2009 we estimate that

the fair value of our interest rate swaps which are included in Accounts payable accrued expenses and other liabilities in the

consolidated financial statements was in net liability position of $1.0 million Note 10

In connection with German transaction in 2007 two ventures in which we have total effective ownership interest of 32%

obtained participation rights in two interest rate swaps obtained by the lender of the non-recourse mortgage financing on the

transaction The participation rights are deemed to be embedded credit derivatives These derivatives generated total unrealized

losses of $1.1 million and $3.5 million during 2009 and 2008 respectively representing
the total amounts attributable to the

ventures not our proportionate share Because of current market volatility we are experiencing significant fluctuation in the

unrealized gains or losses generated from these derivatives and expect this trend to continue until market conditions stabilize

At December 31 2009 substantially all of our non-recourse debt bore interest at fixed rates was swapped to fixed rate or bore

interest at fixed rate but was scheduled to convert to variable rates during their term The annual interest rates on our fixed rate

debt at December 31 2009 ranged from 5.5% to 8.7% The annual interest rates on our variable rate debt at December 31 2009

ranged from 5.2% to 6.5% Our debt obligations are more fully described in Financial Condition above The following table

presents principal cash flows based upon expected maturity dates of our debt obligations outstanding at December 31 2009

in thousands

2010 2011 2012 2013 2014 THEREAFTER TOTAL FAIR VALUE

Fixed rate debt $80719 $266222 $156746 $4535 $19636 $156426 $684284 $642901

Variable rate debt 5543 5796 5837 $6314 6792 91097 $121379 $120555

The estimated fair value of our fixed rate debt and our variable rate debt that currently
bears interest at fixed rates or has

effectively been converted to fixed rate through the use of interest rate swap agreements is affected by changes in interest

rates decrease or increase in interest rates of 1% would change the estimated fair value of such debt at December 31 2009

by an aggregate increase of $22.0 million or an aggregate
decrease of $20.9 million respectively Annual interest expense on

our unhedged variable rate debt that does not bear interest at fixed rates at December 31 2009 would increase or decrease by

$0.1 million for each respective 1% change in annual interest rates As more fully described in Summary of Financing above

significant portion of the debt classified as variable rate bore interest at fixed rates at December 31 2009 but has interest rate reset

features that will change the fixed interest rates to variable rates at some point in the term Such debt is generally not subject to

short-term fluctuations in interest rates
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FOREIGN CURRENCY EXCHANGE RATE RISK

We own investments in the European Union and as result we are subject to risk from the effects of exchange rate movements
primarily in the Euro which may affect future costs and cash flows We manage foreign exchange movements by generally

placing both our debt obligation to the lender and the tenants rental obligation to us in the same currency For the
year ended

December 31 2009 Carrefour France SAS which leases properties from us in France contributed 13.7% of lease revenues We
are currently net receiver of the foreign currency we receive more cash than we pay out and therefore our foreign investments

benefit from weaker U.S dollar and are adversely affected by stronger U.S dollar relative to the foreign currency For the

year ended December 31 2009 we recognized net realized foreign currency
translation

gains of $0.1 million and net unrealized

foreign currency translation losses of less than $0.1 million These gains or losses are included in the consolidated financial

statements and were primarily due to changes in the value of the foreign currency on accrued interest receivable on notes

receivable from wholly-owned subsidiaries

To date we have not entered into any foreign currency
forward exchange contracts to hedge the effects of adverse fluctuations

in foreign currency exchange rates We have obtained non-recourse mortgage financing at ftxed rates of interest in the local

currency To the extent that
currency fluctuations increase or decrease rental revenues as translated to dollars the change in debt

service as translated to dollars will partially offset the effect of fluctuations in revenue and to some extent mitigate the risk from

changes in foreign currency rates

Scheduled future minimum rents exclusive of renewals under non-cancelable leases for our foreign operations during each of

the next five
years and thereafter are as follows in thousands

LEASEREVENUES 2010 2011 2012 2013 2014 THEREAFTER TOTAL

Euro 26697 24679 23333 23676 23901 51643 173929

British pound sterling 272 358 367 395 403 6464 8259

$26969 $25037 $23700 $24071 $24304 $58107 $182188

Scheduled debt service payments principal and interest for the mortgage notes payable for our foreign operations during each of

the next five years and thereafter are as follows in thousands

DEBT 5ERVICEb 2010 2011 2012 2013 2014 THEREAFTER TOTAL

Euro 15335 15142 14860 14854 14941 221483 $296615

Britishpoundsterling 456 458 460 460 460 100857 103151

$15791 $15600 $15320 $15314 $15401 $322340 $399766

Based on the applicable exchange rate at December 312009 Contractual rents and debt
obligations are denominated in the functional

currency
of the country of each

property

Interest on unhedged variable rate debt obligations was calculated
using the applicable annual interest rates and balances

outstanding at December 31 2009

OTHER

We own stock warrants that were granted to us by lessees in connection with structuring initial lease transactions and that are

defined as derivative instruments because they are readily convertible to cash or provide for net settlement upon conversion

Changes in the fair value of these derivative instruments are determined using an option pricing model and are recognized

currently in earnings as gains or losses At December 31 2009 warrants issued to us were classified as derivative instruments and

had an aggregate
estimated fair value of $1.5 million
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Report of Independent Registered

Public Accounting Firm

To the Board of Directors and Shareholders of Corporate Property Associates 14

Incorporated

In our opinion the consolidated financial statements listed in the accompanying

index present fairly in all material respects the financial position of Corporate

Property Associates 14 Incorporated and its subsidiaries the Company at

December 31 2009 and 2008 and the results of their operations and their cash flows

for each of the three years in the period ended December 31 2009 in conformity

with accounting principles generally accepted in the United States of America

These financial statements are the responsibility of the Companys management

Our responsibility is to express an opinion on these financial statements based on

our audits We conducted our audits of these statements in accordance with the

standards of the Public Company Accounting Oversight Board United States Those

standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit

includes examining on test basis evidence supporting the amounts and disclosures

in the financial statements assessing the accounting principles used and significant

estimates made by management and evaluating
the overall financial statement

presentation We believe that our audits provide reasonable basis for our opinion

New York New York

March 26 2010
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Consolidated Balance Sheets

$1255966

215967

1039999

112428

8651

149393

1310471

93310

63804

84384

$1551969

805663

19975

28108

16380

17143

887269

934117

190437

8838

7526

105419

647194

17506

664700

$1551969

1275775

188739

087036

124731

156344

1368111

125746

72877

70696

$1637430

810794

19149

25650

21322

17315

894230

916069

127093

4427

793497

66845

726652

16548

743200

$1637430

2009

DECEMBER 31

2008IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS

Assets

Investments in real estate

Real estate at cost

Accumulated depreciation

NET INVESTMENT IN PROPERTIES

Net investment in direct financing leases

Assets held for sale

Equity investments in real estate

NET INVESTMENTS IN REAL ESTATE

Cash and cash equivalents

Intangible assets net

Other assets net

TOTAL ASSETS

Liabilities and Equity

Liabilities

Non-recourse debt

Accounts payable accrued expenses and other liabilities

Prepaid and deferred rental income and security deposits

Due to affiliates

Distributions payable

TOTAL LIABILITIES

Commitments and contingencies Note 13

Equity

CPA14 shareholders equity

Common stock $0.00 par value 120000000 shares authorized 95058267 and 93654012
shares issued respectively

Additional paid-in capital

Distributions in excess of accumulated earnings

Accumulated other comprehensive income

Less treasury stock at cost 8955254 and 5804003 shares respectively

TOTAL CPA1 SHAREHOLDERS EQUITY

Noncontrolling interests

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

95 94

See Notes to Consolidated Financial Statements
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Consolidated Statements of Income

YEARS ENDED DECEMBER 31

IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS 2009 2008 2007

Revenues

Rental income 147184 142549 138638

Interest income from direct financing leases 14356 15359 16472

Other operating income 8445 5567 5436

169985 163475 160546

Operating Expenses

Depreciation and amortization 36167 32019 32576

Property expenses 41803 33094 30497

General and administrative 6747 8282 7957

Impairment charges 40345 1139 345

125062 74534 71375

Other Income and Expenses

Income from equity investments in real estate 13845 637 17089

Other interest income 1558 4121 3950

Other income and expenses 1446 3847 10979

Advisor settlement Note 14 10868

Interest expense 61326 61965 63262

44477 42492 31244

Income from continuing operations before income taxes 446 46449 57927

Provision for income taxes 3337 2240 1948
LOSS INCOME FROM CONTINUING OPERATIONS 2891 44209 55979

Discontinued Operations

Income from operations of discontinued properties 1281 2468 2195

Gain on sale of real estate 8611 524 7780

Income from discontinued operations 9892 2992 9975

NET INCOME 7001 47201 65954

Less Net income attributable to noncontrolling interests 1685 2037 1564
NET INCOME ATTRIBUTABLE TO CPA14 SHAREHOLDERS 5316 45164 64390

Earnings Per Share

Loss income from continuing operations attributable to

CPAa14 shareholders 0.05 0.48 0.62

Income from discontinued operations attributable to

CPA14 shareholders 0.11 0.03 0.11

NET INCOME ATTRIBUTABLE TO CPA14 SHAREHOLDERS $0.06 0.51 0.73

WEIGHTED AVERAGE SHARES OUTSTANDING 87078468 881 74907 87860052

Amounts Attributable to CPA14 Shareholders

Loss income from continuing operations net of tax 4377 42174 54413

Income from discontinued operations net of tax 9693 2990 9977

NET INCOME 5316 45164 64390

See Notes to Consolidated Financial Statements
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Consolidated Statements of Comprehensive Income

YEARS ENDED DECEMBER 31

IN THOUSANDS 2009 2008 2007

NET INCOME 7001 $47201 $65954

Other Comprehensive Income

Foreign currency translation adjustment 823 9006 5888

Change in unrealized gain loss on marketable securities 1199 2385 385

Change in unrealized gain loss on derivative instruments 2426 2256

4448 13647 6273

COMPREHENSIVE INCOME 1449 33554 72227

Amounts Attributable to Noncontrolling Interests

Net income 1685 2037 1564

Change in unrealized gain on marketable securities 37

Comprehensive income attributable to noncontrolling interests 1722 2037 1564
COMPREHENSIVE INCOME ATTRIBUTABLE TO CPA14 SHAREHOLDERS 9727 $31517 $70663

See Notes to Consoltdated Financial Statements
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Consolidated Statements of Equity

FOR THE YEARS ENDED DECEMBER 31 2009 2008 AND 2007

IN THOUSANDS EXCEPT SHARE AND

PER SHARE AMOUNTS

BALANCE ATJANJARY 12007

Shares issued $.00l par at $13.20 per

share net of offering costs

Shares $001 par issued to the advisor

at $13.20 per share

Distributions declared

$07766 per share

Distributions to noncontrolling interests

Net income

Other comprehensive income

Foreign currency translation adjustment

Change in unrealized gain on

marketable securities

Repurchase of shares

BALANCE AT DECEMBER 31 2007

Shares issued $.001 par at $14.00

$14.50 per share net of offering costs

Shares $001 par
issued to the advisor

at $14.00 $14.50 per share

Distributions declared

$07848 per share

Distributions to noncontrolling interests

Net income

Other comprehensive loss

Foreign currency translation adjustment

Change in unrealized loss on

marketable securities

Change in unrealized loss on

derivative instrument

Repurchase of shares

BALANCE AT DECEMBER 31 2008

Shares issued $001 par at $13.00 and

$14.00 per share net of
offering costs

Shares $001 par issued to the advisor

at $13.00 per share

Distributions declared

$07934 per share

Distributions to noncontrolling interests

Consolidation of venture

Net income

Other comprehensive income

Foreign currency translation adjustment

Change in unrealized gain on

marketable securities

Change in unrealized gain on

derivative instrument

Repurchase of shares

BALANCE AT DECEMBER 31 2009

9148

12150

69050

45164

9006 9006

2385 2385

2256
20073

726.65

9157

11248

68112

2996 2996
1564 65954

5888

9148

12150

69050

3522 3522
2037 47201

9006

2385

2256
20073

16.548 743.200

See Notes to Consolidated Financial Statements

ACCUMULATED

OTHER

COMPREHENSIVE

INCOME

511801

CPk14 SHAREHOLDERS

DISTRIBUTIONS

IN EXCESS OF

COMMON ADDITIONAL ACCUMULATED

SHARES STOCK PAID-IN CAPITAL EARNINGS

87652705 $90 $874370 99485

745265 9156

852132 11247

68112

64390

TREASURY TOTAL CPA14 NONCONTROLLING

STOCK SHAREHOLDERS INTERESTS TOTAL

29216 $757560 $19465 $777025

9157

11248

68112

64390

5888 5888

385 385

1432031 17556 17556 17556

87818071 92 894773 103207 18074 46772 762960 18033 780993

691750 9147

850258 12149

385

69050

45164

2256
1510070 20073

87850009 94 916069 127093 4427 66845

667773 8844 8844 8844

736482 9204 9205 9205

68660 68660 68660

2543 2543
1779 1779

5316 5316 1685 7001

823 823 823

1162 1162 37 1199

2426 2426 2426

3151251 38574 38574 38574

86.103.013 $95 $934.1 17 $190.437 8.838 $105.419 $647194 $1 7.506 664.700
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Consolidated Statements of Cash Flows

YEARS ENDED DECEMBER 31

IN THOUSANDS 2009 2008 2007

Cash Flows Operating Activities

Net income 7001 47201 65954

Adjustments to net income

Depreciation and amortization including intangible assets

and deferred financing costs 39803 37792 40139

Straight-line rent and financing lease adjustments 1766 1225 2289

Income from equity investments in real estate in excess of

distributions received 1476 12447 598

Issuance of shares to affiliate in satisfaction of fees due 9204 12150 11346

Realized gain on foreign currency transactions derivative

instruments and other net 227 3435 2018

Realized
gain on sale of real estate 8611 1062 17289

Realized gain on sale of securities 708 1648

Unrealized gain loss on foreign currency transactions

derivative instruments and other net 1219 356 23
Reversal of unrealized gain on derivative instruments 708 2207

Impairment charges 40345 1139 345

Change in other operating assets and liabilities net 1638 5334 7592

NET CASH PROVIDED BY OPERATING ACTIVITIES 87900 110697 89730

Cash Flows Investing Activities

Equity distributions received in excess of equity income in real estate 12313 7921 57150

Acquisitions of real estate and other capitalized costs 2914 14017

Contributions to equity investments in real estate 5344 11928 18647

Purchase of FDIC guaranteed unsecured note 5000

Proceeds from sale of real estate and securities 26247 15765 52380

Exercise of common warrants 999

Increase in cash due to consolidation of venture 309

Funds released from restricted account 617

Payment of deferred acquisition fees to an affiliate 3638 3846 4369

NET CASH PROVIDED BY INVESTING ACTIVITIES 21973 7912 72115
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YEARS ENDED DECEMBER 31

2008

See Notes to Consolidated Financial Statements

No interest was capitalized in 2009 2008 and 2007

2009

68832

2543

27750

22219

44873

962

8844

38574

141409

68851

3522

9740

20510

17383

576

9148

20073

112027

2007

68323

2996

171657

134074

16552

768

9059

17556

59553

IN THOUSANDS

Cash Flows Financing Activities

Distributions paid

Distributions paid to noncontrolling interests

Proceeds from mortgages and credit facility

Prepayment of mortgage principal and credit facility

Scheduled payments of mortgage principal

Deferred financing costs and mortgage deposits

Proceeds from stock issuance net of costs

Purchase of treasury stock

NET CASH USED IN FINANCING ACTIVITIES

Change in Cash and Cash Equivalents During the Year

Effect of exchange rate changes on cash

Net decrease increase in cash and cash equivalents

900 3339 1221

32436 3243 103513

Cash and cash equivalents beginning of year 125746 122503 18991

CASH AND CASH EQUIVALENTS END OF YEAR 93310 125746 122504

Supplemental cash flow information

INTEREST PAID 58411 61316 60805

INCOMETAXESPAID 4412 631 931
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Notes to Consolidated Financial Statements

BUSINESS AND ORGANIZATION

Corporate Property Associates 14 Incorporated is publicly owned non-actively

traded REIT that invests primarily in commercial properties leased to companies

domestically and internationally As REIT we are not subject to U.S federal

income taxation as long as we satisfy certain requirements principally relating to

the nature of our income the level of our distributions and other factors We earn

revenue principally by leasing the properties we own to single corporate tenants

on triple-net leased basis which requires the tenant to pay substantially all of the

costs associated with operating and maintaining the property Revenue is subject

to fluctuation because of the timing of new lease transactions lease terminations

lease expirations contractual rent increases tenant defaults and sales of properties

At December 31 2009 our portfolio was comprised of our full or partial ownership

interests in 314 properties substantially all of which were triple-net leased to 88

tenants and totaled approximately 29 million
square

feet on pro rata basis with an

occupancy rate of approximately 95% We were formed in June 1997 and are managed

by the advisor

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

The consolidated financial statements reflect all of our accounts including those of our

majority-owned and/or controlled subsidiaries The portion of equity in subsidiary

that is not attributable directly or indirectly to us is presented as noncontrolling

interests All significant intercompany accounts and transactions have been eliminated

When we obtain an economic interest in an entity we evaluate the entity to determine

if the entity is deemed variable interest entity or VIE and if we are deemed to be the

primary beneficiary under current authoritative accounting guidance We consolidate

entities that are VIEs and of which we are deemed to be the primary beneficiary

and ii entities that are non-VIEs that we control Entities that we account for under

the equity
method i.e at cost increased or decreased by our share of earnings or

losses less distributions plus fundings include entities that are VIEs and of which

we are not deemed to be the primary beneficiary and ii entities that are non-VIEs

that we do not control but over which we have the ability to exercise significant

influence We will reconsider our determination of whether an entity is VIE and

who the primary beneficiary is if certain events occur that are likely to cause change

in the original determinations

In determining whether we control non-VIE we consider that the general

partners in limited partnership or similarentity are presumed to control the

entity regardless of the level of their ownership and accordingly may be required to

consolidate the entity This presumption may be overcome if the agreements provide

the limited partners with either the substantive ability to dissolve liquidate the

limited partnership or otherwise remove the general partners without cause or
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substantive participating rights If it is deemed that the limited partners rights overcome the presumption of control by general

partner of the limited partnership the general partner must account for its investment in the limited partnership using the equity

method of accounting We hold ownership interests in certain limited liability companies and limited partnerships that exceed

50% and through which we exercise significant influence Because our venture partners
which are affiliates are the managing

members or general partners in the limited liability companies or limited partnerships and no unaftIliated parties have substantive

kick-out or participation rights the venture partners are required to consolidate the investments and therefore we account for

these investments under the equity method of accounting

We have investments in tenant-in-common interests in various domestic and international properties Consolidation of these

investments is not required as they do not qualify as VIEs and do not meet the control requirement required for consolidation

Accordingly we account for these investments using the equity method of accounting We use the equity method of accounting

because the shared decision-making involved in tenant-in-common interest investment creates an opportunity for us to have

significant influence on the operating and financial decisions of these investments and thereby creates some responsibility by us

for return on our investment

We have several interests in consolidated ventures that have noncontrolling interests with finite lives As these are not considered

to be mandatorily redeemable noncontrolling interests we have reflected them as Noncontrolling interests in equity in the

consolidated financial statements The carrying value of these noncontrolling interests at December 31 2009 and 2008 was

$11.4 million and $11.9 million respectively The fair value of these noncontrolling interests at December 31 2009 and 2008 was

$24.8 million and $22.5 million respectively

Out-of-Period Adjustments

During the first quarter of 2007 we identified errors in the consolidated financial statements for the
years

ended December 31 2003

2006 These errors related to accounting for foreign income taxes aggregating $0.4 million over the period from 2003-2006 and

valuation of stock warrants aggregating $1.0 million in the fourth quarter
of 2006 that are accounted for as derivative instruments

because of net cash settlement features In addition during the third quarter of 2007 we determined that longer schedule of

depreciation and amortization of assets in certain of our equity method investment holdings should appropriately be applied to

reflect the lives of the underlying assets rather than the expected holding period of these investments This effectively understated our

income from equity investments in real estate by $1.4 million for the year ended December 31 2007

We concluded that these adjustments were not material to any prior periods consolidated financial statements We also concluded

that the cumulative adjustments were not material to the
year

ended December 31 2007 As such the cumulative effects were

recorded in the consolidated statements of income as out-of-period adjustments in the periods the issues were identified The

effect of these adjustments was to decrease income from continuing operations before income taxes by $0.8 million increase the

provision for income taxes by $0.4 million and decrease net income by $1.2 million for the
year

ended December 31 2007

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions

that affect the reported amounts and the disclosure of contingent amounts in our consolidated financial statements and the

accompanying notes Actual results could differ from those estimates

Reclassifications and Revisions

Certain prior year amounts have been reclassified to conform to the current year presentation The consolidated financial

statements included in this Report have been retrospectively adjusted to reflect the adoption of accounting guidance for

noncontrolling interests during the year ended December 31 2009 as well as the disposition or planned disposition of certain

properties as discontinued operations for all periods presented
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Purchase Price Allocation

When we acquire properties accounted for as operating leases including those properties acquired in the Merger we allocate the

purchase costs to the tangible and intangible assets and liabilities acquired based on their estimated fair values We determine the

value of the tangible assets consisting of land and buildings as if vacant and record intangible assets including the above-market

and below-market value of leases the value of in-place leases and the value of tenant relationships at their relative estimated fair

values See Real Estate Leased to Others and Depreciation below for discussion of our significant accounting policies related to

tangible assets We include the value of below-market leases in Prepaid and deferred rental income and security deposits in the

consolidated financial statements

We record above-market and below-market lease values for owned properties based on the present value using an interest rate

reflecting the risks associated with the leases acquired of the difference between the contractual amounts to be paid pursuant

to the leases negotiated and in place at the time of acquisition of the properties and iiour estimate of fair market lease rates

for the property or equivalent property both of which are measured over period equal to the estimated market lease term

We amortize the capitalized above-market lease value as reduction of rental income over the estimated market lease term We
amortize the capitalized below-market lease value as an increase to rental income over the initial term and any fixed rate renewal

periods in the respective leases

We allocate the total amount of other intangibles to in-place lease values and tenant relationship intangible values based on our

evaluation of the specific characteristics of each tenants lease and our overall relationship with each tenant The characteristics

we consider in allocating these values include estimated market rent the nature and extent of the existing relationship with the

tenant the expectation of lease renewals estimated carrying costs of the property if vacant and estimated costs to execute new

lease among other factors We determine these values using third party appraisals or our estimates We amortize the capitalized

value of in-place lease intangibles to expense over the remaining initial term of each lease We amortize the capitalized value of

tenant relationships to expense over the initial and expected renewal terms of the lease No amortization period for intangibles

will exceed the remaining depreciable life of the building

If lease is terminated we charge the unamortized portion of each intangible including above-market and below-market lease

values in-place lease values and tenant relationship values to expense

Cash and Cash Equivalents

We consider all short-term highly liquid investments that are both readily convertible to cash and have maturity of three

months or less at the time of purchase to be cash equivalents Items classified as cash equivalents include commercial paper and

money-market funds At December 31 2009 and 2008 our cash and cash equivalents were held in the custody of several financial

institutions and these balances at times exceeded federally insurable limits We seek to mitigate
this risk by depositing funds

only with major financial institutions

Marketable Securities

Marketable securities which consist of an interest in collateralized mortgage obligations Note and common stock in publicly-

traded companies are classified as available for sale securities and reported at fair value with any unrealized
gains

and losses on

these securities reported as component of Other comprehensive income OCI until realized

Other Assets and Other Liabilities

We include escrow balances and tenant security deposits held by lenders restricted cash balances common stock warrants prepaid

expenses marketable securities deferred charges deferred rental income and notes receivable in Other assets We include derivative

instruments and miscellaneous amounts held on behalf of tenants in Other liabilities Deferred charges are costs incurred in

connection with mortgage financings and refinancings that are amortized over the terms of the mortgages
and included in Interest
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expense in the consolidated financial statements Deferred rental income is the aggregate
cumulative difference for operating leases

between scheduled rents that vary during the lease term and rent recognized on straight-line basis

Deferred Acquisition Fees Payable to Affiliate

Fees payable to the advisor for structuring and negotiating investments and related mortgage financing on our behalf are included

in Due to affiliates portion of these fees is payable in equal annual installments each January of the seven calendar
years

following
the date property was purchased Payment of such fees is subject to the performance criterion Note

Treasury Stock

Treasury stock is recorded at cost

Real Estate Leased to Others

We lease real estate to others primarily on triple-net leased basis whereby the tenant is generally responsible
for all operating

expenses relating to the property including property taxes insurance maintenance repairs renewals and improvements

We charge expenditures for maintenance and repairs including routine betterments to operations as incurred We capitalize

significant renovations that increase the useful life of the properties For the years ended December 31 2009 2008 and 2007

although we are legally obligated for the payment pursuant to our lease agreements with our tenants lessees were responsible for

the direct payment to the taxing authorities of real estate taxes of $17.6 million $19.0 million and $18.6 million respectively

We diversify our real estate investments among various corporate
tenants engaged in different industries by property type

and

by geographic area Note 10 Substantially all of our leases provide for either scheduled rent increases periodic rent adjustments

based on formulas indexed to changes in the CPI or similar indices or percentage rents CPI-based adjustments are contingent

on future events and are therefore not included in straight-line rent calculations We recognize rents from percentage rents as

reported by the lessees which is after the level of sales requiring
rental payment to us is reached

We account for leases as operating or direct financing leases as described below

Operating leases We record real estate at cost less accumulated depreciation we recognize future minimum rental

revenue on straight-line basis over the term of the related leases and charge expenses including depreciation to operations as

incurred Note

Direct financing method We record leases accounted for under the direct financing method at their net investment Note

We defer and amortize unearned income to income over the lease term so as to produce constant periodic rate of return on our

net investment in the lease

On an ongoing basis we assess our ability to collect rent and other tenant-based receivables and determine an appropriate allowance

for uncollected amounts Because we have limited number of lessees 19 lessees represented 62% of lease revenues during

2009 we believe that it is necessary to evaluate the collectibility of these receivables based on the facts and circumstances of each

situation rather than solely using statistical methods Therefore in recognizing our provision for uncollected rents and other tenant

receivables we evaluate actual past due amounts and make subjective judgments as to the collectability of those amounts based on

factors including but not limited to our knowledge of lessees circumstances the age of the receivables the tenants credit profile

and prior experience
with the tenant Even if lessee has been making payments we may reserve for the entire receivable amount if

we believe there has been significant or continuing deterioration in the lessees ability to meet its lease obligations
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Depreciation

We compute depreciation of
building and related improvements using the straight-line method over the estimated useful lives

of the properties or improvements which range from to 40 years We compute depreciation of tenant improvements using the

straight-line method over the lesser of the remaining term of the lease or the estimated useful life

Impairments

We periodically assess whether there are any indicators that the value of our long-lived assets may be impaired or that their

carrying value may not be recoverable These impairment indicators include but are not limited to the vacancy of property that

is not subject to lease lease default by tenant that is experiencing financial difficulty the termination of lease by tenant

or the rejection of lease in bankruptcy proceeding Impairment charges do not necessarily reflect the true economic loss

caused by the default of the tenant which may be greater or less than the impairment amount In addition we use non-recourse

debt to finance our acquisitions and to the extent that the value of an asset is written down to below the value of its debt there

is an unrealized gain that will be
triggered when we turn the asset back to the lender in satisfaction of the debt We may incur

impairment charges on long-lived assets including real estate direct financing leases assets held for sale and equity investments

in real estate We may also incur impairment charges on marketable securities Our policies for evaluating whether these assets

are impaired are presented below

Real Estate

For real estate assets in which an impairment indicator is identified we follow two-step process to determine whether an asset

is impaired and to determine the amount of the charge First we compare the carrying value of the
property to the future net

undiscounted cash flow that we expect the property will generate including any estimated proceeds from the eventual sale of the

property The undiscounted cash flow analysis requires us to make our best estimate of market rents residual values and holding

periods Depending on the
assumptions made and estimates used the future cash flow projected in the evaluation of long-lived assets

can vary within
range

of outcomes We consider the likelihood of possible outcomes in determining the best possible estimate of

future cash flows If the future net undiscounted cash flow of the
property is less than the carrying value the property is considered to

be impaired We then measure the loss as the excess of the carrying value of the property over its estimated fair value as determined

using market information In cases where the available market information is not deemed appropriate we perform future net cash

flow analysis discounted for inherent risk associated with each asset to determine an estimated fair value

Direct Financing Leases

We review our direct
financing leases at least annually to determine whether there has been an other-than-temporary decline in

the current estimate of residual value of the property The residual value is our estimate of what we could realize upon the sale

of the
property at the end of the lease term based on market information If this review indicates that decline in residual value

has occurred that is other-than-temporary we recognize an impairment charge and revise the accounting for the direct financing
lease to reflect

portion of the future cash flow from the lessee as return of principal rather than as revenue While we evaluate

direct financing leases if there are any indicators that the residual value may be impaired the evaluation of direct financing lease

can be affected by changes in long-term market conditions even though the obligations of the lessee are being met

Assets Held for Sale

We classify assets that are accounted for as operating leases as held for sale when we have entered into contract to sell the

property all material due diligence requirements have been satisfied and we believe it is probable that the disposition will occur

within one year When we classify an asset as held for sale we calculate its estimated fair value as the expected sale price less

expected selling costs We then compare the assets estimated fair value to its carrying value and if the estimated fair value is

less than the
propertys carrying value we reduce the carrying value to the estimated fair value We will continue to review the

property for subsequent changes in the estimated fair value and may recognize an additional impairment charge if warranted
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If circumstances arise that we previously considered unlikely and as result we decide not to sell property previously
classified

as held for sale we reclassify the property as held and used We record property that is reclassified as held and used at the lower

of its carrying amount before the property was classified as held for sale adjusted for any depreciation expense that would

have been recognized had the property been continuously classified as held and used or the estimated fair value at the date of

the subsequent
decision not to sell

Equity In vestments in Real Estate

We evaluate our equity investments in real estate on periodic basis to determine if there are any indicators that the value of

our equity investment may be impaired and whether or not that impairment is other-than-temporary To the extent impairment

has occurred we measure the charge as the excess of the carrying value of our investment over its estimated fair value which is

determined by multiplying the estimated fair value of the underlying ventures net assets by our ownership interest percentage

Marketable Securities

We evaluate our marketable securities for impairment if decline in estimated fair value below cost basis is significant and/or has

lasted for an extended period of time We review the underlying cause of the decline in value and the estimated recovery period

as well as the severity
and duration of the decline to determine if the decline is other-than-temporary In our evaluation we

consider our ability
and intent to hold these investments for reasonable period of time sufficient for us to recover our cost basis

We also evaluate the near-term prospects for each of these investments in relation to the severity and duration of the decline If we

determine that the decline is other-than-temporary we record an impairment charge to reduce our cost basis to the estimated fair

value of the security

Assets Held for Sale

We classify assets that are accounted for as operating leases as held for sale when we have entered into contract to sell the

property
all material due diligence requirements have been satisfied and we believe it is probable that the disposition will

occur within one year Assets held for sale are recorded at the lower of carrying value or estimated fair value which is generally

calculated as the expected sale price less expected selling costs The results of operations and the related gain or loss on sale of

properties that have been sold or that are classified as held for sale are included in discontinued operations Note 17

If circumstances arise that we previously considered unlikely and as result we decide not to sell property previously classified

as held for sale we reclassify the property as held and used We record property
that is reclassified as held and used at the lower

of its carrying amount before the property was classified as held for sale adjusted for any depreciation expense that would

have been recognized had the property been continuously classified as held and used or the estimated fair value at the date of

the subsequent decision not to sell

We recognize gains and losses on the sale of properties when among other criteria the parties are bound by the terms of the

contract all consideration has been exchanged and all conditions precedent to closing have been performed At the time the sale

is consummated gain or loss is recognized as the difference between the sale price less any selling costs and the carrying value

of the property

Foreign Currency Translation

We have interests in real estate investments in the European Union for which the functional currencies are the Euro and British

pound sterling The translation from these local currencies to the U.S dollar is performed for assets and liabilities using current

exchange rates in effect at the balance sheet date and for revenue and expense accounts using weighted average exchange

rate during the period The gains and losses resulting from this translation are reported as component of OCI in equity

At December 31 2009 and 2008 the cumulative foreign currency translation adjustment gain was $8.7 million and

$7.9 million respectively
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Foreign currency transactions may produce receivables or payables that are fixed in terms of the amount of foreign currency that

will be received or paid change in the exchange rates between the functional currency and the
currency

in which transaction

is denominated increases or decreases the expected amount of functional currency cash flows upon settlement of that transaction

That increase or decrease in the expected functional
currency

cash flows is an unrealized foreign currency transaction gain or

loss that generally will be included in determining net income for the period in which the exchange rate changes Likewise

transaction gain or loss measured from the transaction date or the most recent intervening balance sheet date whichever is

later realized upon settlement of foreign currency transaction generally will be included in net income for the period in which

the transaction is settled Foreign currency transactions that are designated as and are effective as economic hedges of net

investment and ii intercompany foreign currency transactions that are of long-term nature that is settlement is not planned
or anticipated in the foreseeable future when the entities to the transactions are consolidated or accounted for by the

equity
method in our financial statements are not included in determining net income but are accounted for in the same manner as

foreign currency translation adjustments and reported as component of OCT in equity Investments in international
equity

investments in real estate are funded in part through subordinated intercompany debt

Foreign currency intercompany transactions that are scheduled for settlement consisting primarily of accrued interest and the

translation to the reporting currency of intercompany subordinated debt with scheduled principal repayments are included in the

determination of net income We recognized unrealized losses from such transactions of less than $0.1 million for both years ended

December 31 2009 and 2008 and $0.3 million for the
year

ended December 31 2007 For the
years

ended December 31 2009 2008

and 2007 we recognized realized gains of $0.1 million $3.4 million and $2.0 million respectively on foreign currency transactions in

connection with the transfer of cash from foreign operations of subsidiaries to the parent company

Derivative Instruments

We measure derivative instruments at fair value and record them as assets or liabilities depending on our rights or obligations
under the applicable derivative contract Derivatives that are not designated as hedges must be adjusted to fair value through

earnings If derivative is designated as hedge depending on the nature of the hedge changes in the fair value of the derivative

will either be offset against the change in fair value of the hedged asset liability or firm commitment through earnings or

recognized in OCT until the hedged item is recognized in
earnings The ineffective portion of derivatives change in fair value

will be immediately recognized in earnings

Income Taxes

We have elected to be taxed as REIT under Sections 856 through 860 of the Internal Revenue Code of 1986 as amended In

order to maintain our qualification as REIT we are required among other things to distribute at least 90% of our REIT net

taxable income to our shareholders and meet certain tests regarding the nature of our income and assets As REIT we are not

subject to federal income tax with respect to the
portion of our income that meets certain criteria and is distributed annually to

shareholders Accordingly no provision for federal income taxes is included in the consolidated financial statements with respect

to these operations We believe we have operated and we intend to continue to operate in manner that allows us to continue to

meet the requirements for taxation as REIT

We conduct business in various states and municipalities within the U.S and the European Union and as result we or one or

more of our subsidiaries file income tax returns in the U.S federal jurisdiction and various state and certain foreign jurisdictions

As result we are subject to certain foreign state and local taxes and
provision for such taxes is included in the consolidated

financial statements The tax provision for the three months ended March 31 2007 included $0.4 million in expenses related to

the
years ended December 31 2003 2006 that had not previously been accrued see Out-of-Period Adjustments above
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Significant judgment is required in determining our tax provision and in evaluating our tax positions We establish tax reserves

based on benefit recognition model which we believe could result in greater amount of benefit and lower amount of

reserve being initially recognized in certain circumstances Provided that the tax position is deemed more likely than not of

being sustained we recognize
the largest amount of tax benefit that is greater than 50 percent likely of being ultimately realized

upon settlement We derecognize the tax position when it is no longer more likely than not of being sustained

Earnings Per Share

We have simple equity capital structure with only common stock outstanding As result earnings per share as presented

represents both basic and dilutive per-share amounts for all periods presented in the consolidated financial statements

Subsequent Events

In May 2009 the FASB issued authoritative guidance for subsequent events which we adopted as required in the second quarter

of 2009 The guidance establishes general standards of accounting for and disclosures of events that occur after the balance sheet

date but before financial statements are issued or are available to be issued

Future Accounting Requirements

In June 2009 the FASB issued amended guidance related to the consolidation of VIEs These amendments require an enterprise to

qualitatively assess the determination of the primary beneficiary of VIE based on whether the entity
has the power to direct

matters that most significantly impact the activities of the VIE and has the obligation to absorb losses or the right to receive

benefits of the VIE that could potentially be significant to the VIE The amendments change the consideration of kick-out rights

in determining if an entity is VIE which may cause certain additional entities to now be considered VIEs Additionally they

require an ongoing reconsideration of the primary beneficiary and provide framework for the events that trigger reassessment

of whether an entity is VIE This guidance is effective for us beginning January 2010 We are currently assessing the potential

impact that the adoption of the new guidance
will have on our financial position and results of operations

AGREEMENTS AND TRANSACTIONS WITH RELATED PARTIES

We have an advisory agreement with the advisor whereby the advisor performs certain services for us for fee Under the terms

of this agreement which was amended and renewed effective October 2009 the advisor manages our day-to-day operations

for which we pay the advisor asset management and performance fees and structures and negotiates the purchase and sale of

investments and debt placement transactions for us for which we pay the advisor structuring and subordinated disposition fees

In addition we reimburse the advisor for certain administrative duties performed on our behalf We also have certain agreements

with joint ventures These transactions are described below

Asset Management and Performance Fees

Under the advisory agreement we pay the advisor asset management and performance fees each of which are 1/2 of 1% per annum

of average invested assets and are computed as provided for in the advisory agreement The performance fees are subordinated to the

performance criterion cumulative rate of cash flow from operations of 7% per annum The asset management and performance

fees are payable in cash or restricted shares of our common stock at the advisors option If the advisor elects to receive all or portion

of its fees in restricted shares the number of restricted shares issued is determined by dividing
the dollar amount of fees by our most

recently published estimated net asset value per share as approved by our board of directors For 2009 2008 and 2007 the advisor

elected to receive its asset management fees in cash For 2009 the advisor elected to receive 80% of its performance fees from us in

restricted shares of our common stock with the remaining 20% payable in cash For 2008 and 2007 the advisor elected to receive its

performance fees in restricted shares of our common stock We incurred base asset management fees of $11.0 million $12.1 million and

$12.0 million in 2009 2008 and 2007 respectively with performance fees in like amounts both of which are included in Property

expenses in the consolidated financial statements At December 31 2009 the advisor owned 7330233 shares 8.5% of our

common stock
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Transaction Fees

Under the advisory agreement we also pay the advisor acquisition fees for structuring and negotiating investments and related

mortgage financing on our behalf Acquisition fees average 4.5% or less of the
aggregate costs of investments acquired and are

comprised of current portion of 2.5% which is paid at the date the property is purchased and deferred portion of 2% which

is payable in equal annual installments each
January of the seven calendar

years following the date property was purchased

subject to satisfying the 7% performance criterion Interest on unpaid installments is 6% per year In connection with the Merger
we assumed deferred fees incurred by CPA 12 totaling $2.7 million that bear interest at an annual rate of 7% and have scheduled

installment payments through 2018 During 2009 we incurred both current and deferred acquisition fees of $0.1 million

During 2007 we incurred current and deferred acquisition fees of $3.8 million and $3.0 million respectively We did not incur

any such fees during 2008 Unpaid deferred installments totaled $6.9 million and $10.5 million at December 31 2009 and 2008
respectively and were included in Due to affiliates in the consolidated financial statements We paid annual deferred acquisition

fee installments of $3.6 million $3.8 million and $4.4 million in deferred fees in cash to the advisor in January 2009 2008 and

2007 respectively We also pay the advisor mortgage refinancing fees which totaled $0.4 million and $0.9 million for 2009 and

2008 respectively No such mortgage refinancing fees were paid during 2007

We also pay fees to the advisor for services provided to us in connection with the
disposition of investments excluding

investments acquired in the Merger These fees which are subordinated to the performance criterion and certain other
provisions

included in the advisory agreement are deferred and are payable to the advisor only in connection with liquidity event

Subordinated disposition fees totaled $5.7 million and $5.1 million at December 31 2009 and 2008 respectively

Other Expenses

We reimburse the advisor for various expenses it incurs in the course of
providing services to us We reimburse certain third-

party expenses paid by the advisor on our behalf including property-specific costs professional fees office
expenses and business

development expenses In addition we reimburse the advisor for the allocated costs of personnel and overhead in providing

management of our day-to-day operations including accounting services shareholder services corporate management and

property management and operations We do not reimburse the advisor for the cost of personnel if these personnel provide

services for transactions for which the advisor receives transaction fee such as acquisitions dispositions and
refinancings We

incurred personnel reimbursements of $2.5 million $2.6 million $3.5 million in 2009 2008 and 2007 respectively which are

included in General and administrative expenses in the consolidated financial statements

The advisor is obligated to reimburse us for the amount by which our operating expenses exceed the 2%/25% guidelines the

greater
of 2% of average invested assets or 25% of net income as defined in the advisory agreement for any twelve-month

period If in any year our operating expenses exceed the 2%/25% guidelines the advisor will have an obligation to reimburse us

for such excess subject to certain conditions If our independent directors find that the excess expenses were justified based on

any unusual and nonrecurring factors that they deem sufficient the advisor may be paid in future years for the full amount or

any portion of such excess expenses but
only to the extent that the reimbursement would not cause our operating expenses to

exceed this limit in any such year We will record any reimbursement of
operating expenses as liability until any contingencies

are resolved and will record the reimbursement as reduction of asset management and performance fees at such time that

reimbursement is fixed determinable and irrevocable Our operating expenses have not exceeded the amount that would require
the advisor to reimburse us
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Joint Ventures and Other Transactions with Affiliates

Together with certain affiliates we participate in an entity that leases office space used for the administration of real estate entities

Under the terms of an agreement among the participants in this entity rental occupancy and leasehold improvement costs

are allocated among the participants based on gross revenues and are adjusted quarterly Our share of expenses
incurred was

$0.7 million in each of 2009 2008 and 2007 Based on gross revenues through December 31 2009 our current share of future

minimum lease payments under this agreement would be $0.6 million annually through 2016

We own interests in entities ranging from 12% to 90% as well as jointly-controlled tenant-in-common interests in properties

with the remaining interests generally held by affiliates We consolidate certain of these investments Note and account for the

remainder under the equity
method of accounting Note

NET INVESTMENTS IN PROPERTIES

Net Investments in Properties

Net investments in properties which consists of land and buildings leased to others at cost and accounted for as operating leases

is summarized as follows in thousands

DECEMBER 31

2009 2008

Land 228279 231325

Buildings
1027687 1044450

Less Accumulated depreciation
215967 188739

039999 $1087036

Scheduled future minimum rents exclusive of renewals and
expenses paid by tenants percentage

of sales rents and future

CPI-based adjustments under non-cancelable operating
leases are as follows in thousands

YEARS ENDING DECEMBER 31

2010 $140392

2011 137682

2012 136012

2013 136039

2014 134658

Thereafter through 2031 590072

Percentage rent revenue for operating leases was less than $0.1 million in 2009 and 2008 There was no percentage rent revenue

for operating leases in 2007

Acquisition Costs

We adopted the FASBs revised guidance for business combinations on January 2009 The revised guidance establishes principles

and requirements
for how the acquirer in business combination must recognize

and measure in its financial statements the

identifiable assets acquired the liabilities assumed any noncontrolling interests in the entity acquired and goodwill acquired
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in business combination Additionally the revised guidance requires that an acquiring entity must immediately expense
all

acquisition costs and fees associated with business combination while such costs are capitalized for transactions deemed to be

acquisitions of an asset To the extent we make investments that are deemed to be business combinations our results of
operations

will be
negatively impacted by the immediate expensing of acquisition costs and fees incurred in accordance with the revised

guidance whereas in the past such costs and fees would have been capitalized and allocated to the cost basis of the acquisition
Post

acquisition there will be subsequent positive impact on our results of operations through reduction in depreciation

expense over the estimated life of the properties For those investments that are not deemed to be business combination the

revised
guidance is not expected to have material impact on our consolidated financial statements Historically we have not

acquired investments that would be deemed business combination under the revised guidance During 2009 we completed
domestic investment for $2.5 million that was deemed to be real estate asset acquisition and as such capitalized acquisition
fees of $0.1 million in connection with this investment We did not make any investments that were deemed to be business

combinations during 2009

Tenant Matters

We have six tenants that operated under bankruptcy protection during some or all of 2009 During 2009 uncollected rent expense
increased by $8.6 million as compared to 2008 substantially all of which is related to these tenants During 2009 four of these

tenants disaffirmed their leases with us in bankruptcy court and the properties are vacant at December 31 2009 These tenants

previously accounted for $13.1 million or 8.5% of aggregate annualized lease revenues As result of these corporate defaults

during the third and fourth quarters of 2009 we suspended debt service on three non-recourse mortgage loans related to these

properties which had an aggregate outstanding balance of $54.1 million at December 31 2009

NET INVESTMENT IN DIRECT FINANCING LEASES

Net investment in direct financing leases is summarized as follows in thousands

DECEMBER 31

$14157

14256

14256

14256

14256

83405

2009 2008

Minimum lease payments receivable 154586 199384

Unguaranteed residual value 107588 120009

262174 319393

Less unearned income 149746 194662

$112428 $124731

Scheduled future minimum rents exclusive of renewals and
expenses paid by tenants percentage of sales rents and future

CPI-based adjustments under non-cancelable direct financing leases are as follows in thousands

YEARS ENDING DECEMBER 31

2010

2011

2012

2013

2014

Thereafter through 2023
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There was no percentage rent revenue for direct financing leases in 2009 and 2008 Percentage rent revenue for direct financing

leases was $0.1 million in 2007

EQUITY INVESTMENTS IN REAL ESTATE

We own interests in single-tenant net leased properties leased to corporations through noncontrolling interests in partnerships

and limited liability companies in which our ownership interests are 67% or less but over which we exercise significant influence

and ii as tenants-in-common subject to common control Note All of the underlying investments are generally owned with

affiliates We account for these investments under the equity method of accounting i.e at cost increased or decreased by our

share of earnings or losses less distributions plus fundings

During 2009 we incurred impairment charges totaling $40.3 million on several of our consolidated investments Primarily as

result of these impairment charges our 2009 results reflect loss from continuing operations before income taxes attributable

to CPA 14 shareholders Because of the loss reflected in our 2009 results we have provided disaggregated summarized financial

information for our unconsolidated ventures in the tables below

The following table sets forth our ownership interests in our equity investments in real estate and their respective carrying values

The carrying value of these ventures is affected by the timing and nature of distributions dollars in thousands

OWNERSHIP CARRYING VALUE

INTEREST AT AT DECEMBER 31

LESSEE SUBSIDIARY NAMES DECEMBER 31 2009 2009 2008

Advanced Micro Devices Inc Delaware Chip LLC 67% $33571 $29579

Bolt DE LP Hammer DE LP

True Value Company and Wrench DE LP 50% 31433 31916

Hellweg Die Profi-Baumarkte GmbH HLWG Two Ger LLC and

Co KGa HLWG Two Lender SARL 32% 15369 19399

U-Haul Moving Partners Inc and

Mercury Partners LP UH Storage DE LP 12% 12639 12992

The Upper Deck Company Cards LLC 50% 11491 11673

Best Buy Co Inc BB Multi LP 37% 11183 12469

Life Time Fitness Inc and Town Sports LT Landlord MN-FL LLC and

International Holdings Inc Bos Club LL MA LLC 56% 10343 10898

Compucom Systems Inc Comp Delaware LP 67% 8638 10958

Del Monte Corporation Delmo 11/12 DE LLC 50% 7233 8135

ShopRite Supermarkets Inc BVNY DE LLC 45% 6719 6696

Checkfree Holdings Inc Carey Norcross LLC 50% 1506 1653

Amylin Pharmaceuticals Inc Gena LLC 50% 493

Dicks Sporting Goods Inc CP GAL Plainfield LLC 45% 732 517

$149393 $156344

Carrying
value of investment is affected by the impact of fluctuations in the exchange rate of the Euro

Decrease was primarily due to amortization of differences between the fair value of the investment at the date of acquisition of the venture and the
carrying

value of its net assets at

that date
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Advanced Micro Devices

In connection with mortgage refinancing in 2008 we contributed $11.9 million to Delaware Chip LLC to refinance its

then-existing $59.8 million non-recourse mortgage loan for new non-recourse financing of $43.0 million In July 2009

Delaware Chip LLC restructured its existing debt and made an $8.0 million partial paydown of the loan reducing the balance

to $33.5 million at December 31 2009

Heliweg Die Profi-Baumarkte GmbH Co KG

In April 2007 we acquired an interest in venture HLWG Two Ger LLC that in turn acquired 24.7% ownership interest

in limited partnership owning 37 properties throughout Germany We also acquired an interest in second venture

HLWG Two Lender SARL which made loan the note receivable to the holder of the remaining 75.3% interests in the

limited partnership the partner Our total effective ownership interest in HLWG Two Ger LLC and HLWG Two Lender

SARL is 32% The total cost of the interests in these ventures which are owned with affiliates was $446387 In connection with

these transactions the ventures obtained combined non-recourse financing of $378596 having fixed annual interest rate of

5.5% and term of 10 years All amounts are based upon the exchange rate of the Euro at the date of acquisition

Under the terms of the note receivable the lending venture will receive interest that approximates 75% of all income earned by

the limited partnership less adjustments HLWG Two Ger LLC accounts for the
partners interest in the limited partnership as

redeemable noncontrolling interest because the transaction contains put options that if exercised would obligate the partners to

settle in cash as described below The partners interests are reflected at estimated redemption value in the disaggregated financial

statements set forth below for all periods presented

In connection with the acquisition HLWG Two Ger LLC agreed to an option agreement which gives HLWG Two Ger LLC

the right to purchase from the
partner an additional 75% interest in the limited partnership no later than December 2010

at price which will equal the principal amount of the note receivable at the time of purchase Upon exercise of this purchase

option HLWG Two Ger LLC would own 99.7% of the limited partnership HLWG Two Ger LLC has also agreed to

second assignable option agreement to acquire the remaining 0.3% interest in the limited partnership by December 2012 If

HLWG Two Ger LLC does not exercise its option agreements the partner has option agreements to put its remaining interests

in the limited partnership to HLWG Two Ger LLC during 2014 at price which will equal the principal amount of the note

receivable at the time of purchase

Upper Deck

During the fourth
quarter of 2009 we recognized an impairment charge of $0.7 million to reduce the carrying value of this

venture to its estimated fair value Note 11

Compucom Systems

In April 2009 Comp Delaware LP refinanced its existing non-recourse mortgage debt of $18.7 million which was scheduled to

mature in May 2009 for new non-recourse financing of $22.6 million Comp Delaware LP distributed the net proceeds of the

financing to the venture partners

Del Monte Corporation

The
carrying value of our investment in properties leased to Del Monte Corporation reflects our investment in properties owned

through Delmo 11/12 DE LLC as well as property in which we have 50% tenant-in-common interest
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Amylin Pharmaceuticals

In 2007 this venture completed the refinancing of an existing $2.5 million non-recourse mortgage with new non-recourse

financing of $35.4 million based on the appraised value of the underlying real estate of the venture As result of the refinancing

we became the general partner of the venture During 2009 we recorded an adjustment to record the venture under the

consolidation method as we have control over the venture

Dicks Sporting Goods

In January 2007 CP GAL Plainfield LLC obtained non-recourse mortgage financing of $23.0 million and distributed the proceeds

to the venture partners Although we are not obligated to do so based on the fair value of the property we expect to fund any

deficits CP GAL Plainfield LLC may incur
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INTANGIBLES

In connection with our acquisition of properties we recorded net lease
intangibles of $86.4 million which are being amortized

over periods ranging from to 40 years Amortization of below-market and above-market rent intangibles is recorded as an

adjustment to lease revenues while amortization of in-place
lease and tenant relationship intangibles is included in Depreciation

and amortization Below-market rent intangibles are included in Prepaid and deferred rental income and security deposits in the

consolidated financial statements Intangibles are summarized as follows in thousands

DECEMBER 31

2009 2008

Lease Intangibles

In-place lease 37533 33420

Tenant relationship 12678 10217

Above-market rent 42057 42333

Less accumulated amortization 28464 13093

63804 72877

Below-market rent 5855 5365

Less accumulated amortization 459 286

5396 5079

Net amortization of intangibles including the effect of foreign currency translation was $12.7 million for the year ended

December 31 2009 and $6.2 million for each of the
years

ended December 31 2008 and 2007 respectively Based on the

intangibles recorded at December 31 2009 scheduled annual net amortization of intangibles for 2010 is expected to be

$6.7 million and $5.8 million for each of the next four
years

INTEREST IN MORTGAGE LOAN SECURITIZATION

We account for our subordinated interest in the CCMT mortgage securitization as an available-for-sale marketable security which

is measured at fair value with all gains and losses from changes in fair value reported as component of accumulated OCI as part

of equity Our interest in CCMT consists of interests in Class JO and Class certificates Our interest in the Class JO certificates

which are rated Aaa by Moodys Investors Service Inc and AAA by Fitch Inc had an estimated fair value of $0.8 million and

$1.6 million at December 31 2009 and 2008 respectively Our interest in the Class certificates which are rated between Baa3

and Caa by Moodys and between BBB- and CCC by Fitch had an estimated fair value of $11.4 million and $9.8 million at

December 31 2009 and 2008 respectively At December 31 2009 and 2008 the total fair value of our interest in CCMT of

$12.2 million and $11.4 million respectively reflected an aggregate unrealized gain of $0.8 million and an aggregate unrealized

loss of $0.3 million respectively and cumulative net amortization of $1.4 million and $1.1 million respectively We use

discounted cash flow model with assumptions of market credit spreads and the credit quality of the underlying lessees to

determine the fair value of our interest in CCMT
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One key variable in determining the fair value of the subordinated interest is current interest rates The following table presents

sensitivity analysis of the fair value of our interest at December 31 2009 based on adverse changes in market interest rates of 1%

and 2% in thousands

FAIR VALUE AS OF 1% ADVERSE 2% ADVERSE

DECEMBER 2009 CHANGE CHANGE

Fair value of our interest in CCMT $12163 $11894 $11632

The above sensitivity analysis is hypothetical and changes in fair value based on 1% or 2% variation should not be extrapolated

because the relationship of the change in assumption to the change in fair value may not always be linear

In April 2009 the FASB amended the existing guidance related to other-than-temporary impairments for debt securities to

make the guidance more operational and to improve the presentation and disclosure of other-than-temporary impairments on

debt and equity securities The new guidance does not amend existing recognition and measurement guidance related to other-

than-temporary impairments of equity securities We adopted the new guidance as required in the second quarter of 2009 The

adoption of the new guidance did not have material effect on our financial position and results of operations

FAIR VALUE MEASUREMENTS

In September 2007 the FASB issued authoritative guidance for using fair value to measure assets and liabilities which we adopted

as required on January 2008 with the exception of nonfinancial assets and nonfinancial liabilities that are not recognized or

disclosed at fair value on recurring basis which we adopted as required on January 2009 In April 2009 the FASB provided

additional guidance for estimating fair value when the volume and level of activity for the asset or liability have significantly

decreased which we adopted as required in the second quarter
of 2009 Fair value is defined as the exit price or the amount

that would be received to sell an asset or paid to transfer liability in an orderly transaction between market participants at the

measurement date The guidance also establishes three-tier fair value hierarchy based on the inputs used in measuring fair

value These tiers are Level for which quoted market prices for identical instruments are available in active markets such as

money market funds equity securities and U.S Treasury securities Level for which there are inputs other than quoted prices

included within Level that are observable for the instrument such as certain derivative instruments including interest rate caps

and swaps and Level for which little or no market data exists therefore requiring us to develop our own assumptions such as

certain marketable securities
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Items Measured at Fair Value on Recurring Basis

The following tables set forth our assets and liabilities that were accounted for at fair value on recurring basis at December 31 2009

and 2008 in thousands

FAIR VALUE MEASUREMENTS AT REPORTING DATE USING

QUOTED PRICES IN

ACTIVE MARKETS FOR SIGNIFICANT OTHER
IDENTICAL ASSETS OBSERVABLE INPUTS

LEVEL LEVEL

Assets and liabilities presented above exclude financial assets and liabilities owned by unconsolidated ventures

UNOBSERVABLE

INPUTS

LEVELDESCRIPTION DECEMBER 31 2009

Assets

Money market funds 84089 84089

Debt/equity securities 16171 342 15829

Derivative assets 1494 1494

$101754 $84431 $17323

Liabilities

Derivative liabilities 967 $967

FAIR VALUE MEASUREMENTS AT REPORTING DATE USING

QUOTED PRICES IN

ACTIVE MARKETS FOR SIGNIFICANT OTHER UNOBSERVABLE
IDENTICAL ASSETS OBSERVABLE INPUTS INPUTS

DESCRIPTION DECEMBER 31 2008 LEVEL LEVEL LEVEL

Assets

Moneymarketfunds 99180 $99180

Debt/equity securities 13968 181 13787

Derivative assets 1601 1601

$114749 $99361 $1 5388

Liabilities

Derivative liabilities 2256 52256
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FAIR VALUE MEASUREMENTS USING SIGNIFICANT

UNOBSERVABLE INPUTS LEVEL ONLY

DEBT/EQUITY DERIVATIVE DEBT/EQUITY DERIVATIVE

SECURITIES ASSETS TOTAL ASSETS SECURITIES ASSETS TOTAL ASSETS

YEAR ENDED DECEMBER 31 2009 YEAR ENDED DECEMBER 31 2008

Beginningbalance $13787 $1601 $15388 $16408 $2564 $18972

Total gains or losses realized

and unrealized

Included in earnings 1254 98 1352 96 255 351

Included in other comprehensive

income 1037 1037 2208 2208

Amortization and accretion 249 249 317 317

Purchases issuances and settlements 205 205 708 708

ENDING BALANCE $15829 $1494 $17323 $13787 $1601 $15388

The amount of total gains or losses

for the period included in earnings

attributable to the change in unrealized

gains or losses relating to assets still

held at the reporting date 1254 66 1188 96 963 1059

Gains and losses realized and unrealized included in earnings are included in Other income and expenses in the consolidated

financial statements

Our financial instruments had the following carrying value and fair value in thousands

DECEMBER 31 2009 DECEMBER 31 2008

CARRYING VALUE FAIR VALUE CARRYING VALUE FAIR VALUE

Non-recourse debt $805663 $763456 $810794 $791337

Debt/equity
securities 14139 16171 14208 13968

Carrying value represents historical cost for debt and equity securities

We determine the estimated fair value of our debt instruments using discounted cash flow model with rates that take into

account the credit of the tenants and interest rate risk We estimate that our other financial assets and liabilities excluding net

investments in direct financing leases had fair values that approximated their carrying values at December 31 2009 and 2008

Items Measured at Fair Value on Non-Recurring Basis

At December 31 2009 we performed our quarterly assessment of the value of certain of our real estate investments in accordance

with current authoritative accounting guidance We determined the valuation of these assets using widely accepted valuation

techniques including discounted cash flow on the expected cash flows of each asset as well as the income capitalization approach

which considers prevailing market capitalization rates We reviewed each investment based on the highest and best use of the

investment and market participation assumptions We determined that the significant inputs used to value these investments fall
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within Level Actual results may differ materially if market conditions or the underlying assumptions change See Note 11 for

discussion of impairment charges incurred during the years ended December 31 2009 2008 and 2007

The following table presents information about our nonfinancial assets that were measured on fair value basis for the
years

ended December 31 2009 and 2008 respectively All of the impairment charges were measured using unobservable inputs Level

in thousands

YEAR ENDED DECEMBER 31 2009 YEAR ENDED DECEMBER 31 2008

TOTAL FAIR VALUE TOTAL IMPAIRMENT TOTAL FAIR VALUE TOTAL IMPAIRMENT

MEASUREMENTS CHARGES MEASUREMENTS CHARGES

Assets

Net investments in properties $59067 $37779 46327 1029

Net investments in direct financing leases 14621 2566 17701 110

Equity investments in real estate 11491 671 24940 9820

$85179 $41016 $88968 $10959

10 RISK MANAGEMENT AND USE OF FINANCIAL INSTRUMENTS

Risk Management
In the normal course of our on-going business operations we encounter economic risk There are three main components of

economic risk interest rate risk credit risk and market risk We are subject to interest rate risk on our interest-bearing liabilities

Credit risk is the risk of default on our operations and tenants inability or unwillingness to make contractually required

payments Market risk includes changes in the value of our properties and related loans as well as changes in the value of our

marketable
equity securities due to changes in interest rates or other market factors In addition we own investments in the

European Union and are subject to the risks associated with changing foreign currency exchange rates

Foreign Currency Exchange

We are exposed to foreign currency exchange rate movements primarily in the Euro We manage foreign currency exchange

rate movements by generally placing both our debt obligation to the lender and the tenants rental obligation to us in the same

currency but we are subject to foreign currency exchange rate movements to the extent of the difference in the timing and

amount of the rental obligation and the debt service We also face challenges with repatriating cash from our foreign investments

We may encounter instances where it is difficult to repatriate cash because of jurisdictional restrictions or because repatriating

cash may result in current or future tax liabilities Realized and unrealized gains and losses recognized in earnings related to

foreign currency transactions are included in Other income and expenses in the consolidated financial statements

Use of Derivative Financial Instruments

When we use derivative instruments it is generally to reduce our exposure to fluctuations in interest rates We have not entered

and do not plan to enter into financial instruments for trading or speculative purposes In addition to derivative instruments

that we entered into on our own behalf we may also be party to derivative instruments that are embedded in other contracts

and we may own common stock warrants granted to us by lessees when structuring lease transactions that are considered to

be derivative instruments The primary risks related to our use of derivative instruments are that counterparty to hedging

arrangement could default on its obligation or that the credit quality of the
counterparty may be downgraded to such an extent

that it impairs our ability to sell or assign our side of the hedging transaction While we seek to mitigate these risks by entering

into hedging arrangements with counterparties that are large financial institutions that we deem to be credit worthy it is

possible that our hedging transactions which are intended to limit losses could adversely affect our earnings Furthermore if

we terminate hedging arrangement we may be obligated to pay certain costs such as transaction or breakage fees We have
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established policies and procedures for risk assessment and the approval reporting and monitoring of derivative financial

instrument activities

In March 2008 the FASB amended the existing guidance
for accounting for derivative instruments and hedging activities to

require additional disclosures that are intended to help investors better understand how derivative instruments and hedging

activities affect an entitys financial position financial performance and cash flows The enhanced disclosure requirements

primarily surround the objectives and strategies for using
derivative instruments by their underlying risk as well as tabular

format of the fair values of the derivative instruments and their
gains

and losses The required additional disclosures are

presented below

The following table sets forth our derivative instruments at December 31 2009 and 2008 in thousands

BALANCE SHEET
ASSET DERIVATIVES FAIR VALUE AT LIABILITY DERIVATIVES FAIR VALUE AT

LOCATION DECEMBER 31 2009 DECEMBER 31 2008 DECEMBER 31 2009 DECEMBER 31 2008

Derivatives designated

as hedging instruments

Interest rate swaps Other liabilities $967 $2256

Derivatives not designated

as hedging instruments

Stock warrants Other assets 1494 1601

TOTAL DERIVATIVES $1494 $1601 $967 $2256

The following tables present the impact of derivative instruments on and their location within the consolidated financial

statements in thousands

AMOUNT OF GAIN LOSS RECOGNIZED IN

OCI ON DERIVATIVE EFFECTIVE PORTION

YEAR ENDED DECEMBER 31

DERIVATIVES IN CASH FLOW HEDGING RELATIONSHIPS 2009 2008 2007

Interest rate swaps $2037 $2256

TOTAL $2037 $2256

For the
years

ended December 31 2009 2008 and 2007 no gains or losses were reclassified from OCT into income related to

effective or ineffective portions of hedging relationship or to amounts excluded from effectiveness testing

AMOUNT OF GAIN LOSS RECOGNIZED IN

INCOME ON DERIVATIVES

YEARS ENDED DECEMBER 31

20082009 2007

During 2009 we determined that an interest rate swap was no longer designated as hedging instrument due to the sale of the property and the payoff of the underlying mortgage loan in

May 7009 reciili the change in fair value of the swap was recorded in interest expense

DERIVATIVES NOT IN CASH

FLOW HEDGING RELATIONSHIPS

LOCATION OF GAIN LOSS
RECOGNIZED IN INCOME

Stock warrants Other income and expenses 98 255 247

Interest rate swap Interest expense 791

TOTAL $693 $255 $247
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See below for information on our purposes
for entering into derivative instruments including those not designated as hedging

instruments and for information on derivative instruments owned by unconsolidated ventures which are excluded from the

tables above

Interest Rate Swaps

We are exposed to the impact of interest rate changes primarily through our borrowing activities To limit this exposure we

attempt to obtain mortgage financing on long-term fixed-rate basis However from time to time we or our venture partners

may obtain variable rate non-recourse mortgage loans and as result may enter into interest rate swap agreements with

counterparties Interest rate swaps which effectively convert the variable rate debt service obligations of the loan to fixed rate

are agreements in which one party exchanges stream of interest payments for counterpartys stream of cash flow over specific

period The notional or face amount on which the swaps are based is not exchanged Our objective in using these derivatives is to

limit our exposure to interest rate movements

The interest rate swap derivative instruments that we had outstanding at December 31 2009 were designated as cash flow hedges

and are summarized as follows dollars in thousands

NOTIONAL EFFECTIVE EFFECTIVE EXPIRATION FAIR VALUE AT
AMOUNT INTEREST RATE DATE DATE DECEMBER 31 2009

1-Month LIBOR Pay-fixed swap $12076 5.6% 3/2008 3/2018 $524
1-Month LIBOR Pay-fixed swap 6304 6.4% 7/2008 7/20 18 443

$967

Embedded Credit Derivative

In connection with German transaction in 2007 two unconsolidated ventures in which we have total effective ownership

interest of 32% obtained non-recourse mortgage financing for which the interest rate has both fixed and variable components

The lender of this financing entered into interest rate swap agreements on its own behalf through which the fixed interest rate

components on the financing were converted into variable interest rate instruments The ventures have the right at their sole

discretion to prepay the debt at any time and to participate in any realized gain or loss on the interest rate swaps at that time

These participation rights are deemed to be embedded credit derivatives Based on valuations obtained at December 31 2009 and

2008 and including the effect of foreign currency translation the embedded credit derivatives had an estimated total fair value of

$1.0 million and $2.1 million respectively For 2009 and 2008 these derivatives generated total unrealized losses of $1.1 million

and $3.4 million respectively Amounts provided are the total amounts attributable to the venture and do not represent our

proportionate share Changes in the fair value of the embedded credit derivatives are recognized in the ventures earnings

Stock Warrants

We own stock warrants that were generally granted to us by lessees in connection with structuring the initial lease transactions

These warrants are defined as derivative instruments because they are readily convertible to cash or provide for net settlement

upon conversion

Included in Other income and expenses in the consolidated financial statements are unrealized losses on common stock

warrants of $0.1 million $1.0 million and $1.9 million for the
years

ended December 31 2009 2008 and 2007 respectively The

unrealized losses for 2008 include the reversal of unrealized gains totaling $0.7 million recognized in prior years
We reversed

these unrealized
gains in connection with tenants merger transaction during 2008 prior to which it redeemed its outstanding

warrants including ours In connection with the sale of securities related to this warrant exercise we received cash proceeds

of $0.9 million and realized
gain

of $0.9 million which is included in Other income and expenses in the consolidated

TYPE
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financial statements The unrealized losses for 2007 primarily represent the reversal of unrealized gains recognized in 2006

including an out-of-period adjustment of $1.0 million Note We reversed these unrealized gains in connection with tenants

merger transaction during 2007 prior to which it redeemed its outstanding warrants including ours In connection with the sale

of securities related to this warrant exercise we received cash proceeds of $2.2 million net of $1.0 million exercise price
and

realized gain of $1.6 million

Other

Amounts reported in OCI related to derivatives will be reclassified to interest expense as interest payments are made on our

non-recourse variable-rate debt At December 31 2009 we estimate that an additional $0.6 million will be reclassified as interest

expense during the next twelve months

We have agreements with certain of our derivative counterparties that contain certain credit contingent provisions that could

result in declaration of default against us regarding our derivative obligations if we either default or are capable of being declared

in default on any of our indebtedness At December 31 2009 we have not been declared in default on any of our derivative

obligations The estimated fair value of our derivatives that were in net liability position was $1.0 million at December 31 2009

which includes accrued interest but excludes any adjustment for nonperformance risk If we had breached any of these provisions

at December 31 2009 we could have been required to settle our obligations
under these agreements at their termination value of

$1.1 million

Portfolio Concentration Risk

Concentrations of credit risk arise when group of tenants is engaged in similarbusiness activities or is subject to similar

economic risks or conditions that could cause them to default on their lease obligations to us We regularly monitor our portfolio

to assess potential concentrations of credit risk While we believe our portfolio is reasonably well diversified it does contain

concentrations in excess of 10% of current annualized lease revenues in certain areas as described below Although we view our

exposure from properties that we purchased together with our affiliates based on our ownership percentage in these properties

the percentages
below are based on our consolidated ownership and not on our actual ownership percentage in these investments

At December 31 2009 the majority of our directly owned real estate properties were located in the U.S 83% with the remainder

primarily leased to one tenant located in France Carrefour France SAS 14% No other tenant accounted for more than 10% of

current annualized lease revenue At December 31 2009 our directly owned real estate properties
contained concentrations in the

following asset types industrial 32% warehouse/distribution 30% office 19% and retail 10% and in the following tenant

industries retail 27% electronics 12% and automotive 11%

Many companies in automotive related industries manufacturing parts services etc have been experiencing increasing

difficulties for several
years

which has resulted in several companies filing for bankruptcy At December 31 2009 we had five

tenants in automotive related industries including Special Devices and Metaldyne Company which emerged from bankruptcy in

August 2009 and December 2009 respectively
These five tenants accounted for aggregate

lease revenues totaling $15.3 million

$16.4 million and $17.0 million in 2009 2008 and 2007 respectively with an aggregate carrying value of $99.0 million and

$105.3 million at December 31 2009 and 2008 respectively In August 2009 we entered into two new leases with Special Devices

Inc upon its emergence from bankruptcy One lease converted to month-to-month lease at an annual rent of $0.5 million upon

its expiration in January 2010 while the second lease is scheduled to expire in June 2021 and will
generate

annual lease revenues

of $1.0 million During 2009 2008 and 2007 Special Devices accounted for lease revenues of $1.5 million $4.2 million and

$4.0 million respectively with an aggregate carrying value of $25.0 million and $25.7 million at December 31 2009 and 2008

respectively In addition in December 2009 we entered into an agreement with Metaldyne whereby Metaldyne vacated four of the

five properties it leased from us and entered into new five-year lease with us at the fifth property We entered into direct leases

with existing subtenants at two of the four vacated properties
and the remaining two properties remain vacant at the date of
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this Report The leased properties are expected to generate annual lease revenues of $0.9 million following the settlement During
2009 2008 and 2007 Metaldyne accounted for lease revenues of $5.2 million $3.9 million and $3.8 million respectively with an

aggregate carrying value of $20.0 million and $24.6 million at December 31 2009 and 2008 respectively

During 2009 five non-automotive tenants vacated their properties or rejected their leases with us in connection with bankruptcy

proceedings These five leases accounted for $9.9 million $12.2 million and $12.8 million of annual lease revenues for 2009
2008 and 2007 respectively with an aggregate carrying value of $50.4 million and $86.3 million at December 31 2009 and 2008

respectively During the time that these properties remain unoccupied we anticipate that we will incur significant carrying costs

As result of these corporate defaults during 2009 we suspended debt service on three related non-recourse mortgage loans

which had an aggregate outstanding balance of $54.1 million at December 31 2009

11 IMPAIRMENT CHARGES

The following table summarizes impairment charges recognized on our consolidated and unconsolidated real estate investments

during 2009 2008 and 2007 in thousands

YEARS ENDED DECEMBER 31

20082009 2007

Net investments in propertiesa 37779 1029

Net investment in direct financing lease 2566 110 345

TOTAL IMPAIRMENT CHARGES INCLUDED IN EXPENSES 40345 1139 345

Equity investments in real estate 671 9820

TOTAL IMPAIRMENT CHARGES $41016 $10959 $345

Impairment charges on our
equity

investments are included in Income from equity investments in real estate in our consolidated statements of operations

Impairment charges recognized during 2009 were as follows

Nortel Networks Inc

During 2009 we incurred impairment charges totaling $22.2 million on property previously leased to Nortel Networks Inc to

reduce its carrying value to its estimated fair value based on discounted cash flow analysis Nortel Networks filed for bankruptcy
and disaffirmed its lease with us in the first quarter of 2009 During the second quarter of 2009 we entered into direct lease with

the
existing subtenant at the former Nortel Networks property however the new tenant has defaulted on its rental obligation

In March 2010 we turned over the
property to the lender in exchange for the lenders agreement to relieve of us of all mortgage

obligations We expect that we will
recognize gain on the disposition of this property as the carrying value of the debt

$27.6 million exceeds the
propertys $17.0 million carrying value At December 31 2009 this property was classified as Net

investment in properties in the consolidated financial statements

Buffets Inc

During 2009 we recognized an impairment charge of $8.1 million on domestic property leased to Buffets Inc to reduce

its carrying value to its estimated fair value based on third
party

broker quotes Buffets filed for bankruptcy in January 2008

subsequently emerged from bankruptcy in April 2009 and vacated the
property during the fourth quarter of 2009 We calculated

the estimated fair value of this
property based on an appraisal conducted in the course of the annual third party valuation of our

real estate and using third
party broker quotes At December 31 2009 this

property was classified as Net investment in properties

in the consolidated financial statements
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Metaldyne Company

During 2009 we recognized an impairment charge of $4.0 million on property leased to Metaldyne Company to reduce its

carrying value to its estimated fair value based on third party broker quotes Metaldyne is operating under bankruptcy protection

and its lease expires in April 2010 At December 31 2009 this property was classified as Net investment in properties in the

consolidated financial statements

Nexpak Corporation

During 2009 we recognized an impairment charge of $3.5 million on domestic property previously leased to Nexpak Corporation

to reduce its carrying value to its estimated fair value based on third party
broker quotes Nexpak filed for bankruptcy in April 2009

terminated its lease in bankruptcy court and vacated the property At December 31 2009 this property was classified as Net

investment in properties in the consolidated financial statements

The Upper Deck Company

We recognized other-than-temporary impairment charges of $0.7 million and $1.1 million during 2009 and 2008 respectively

to reflect declines in the estimated fair value of the ventures underlying net assets in comparison with the carrying
value of our

interest in the venture This venture is classified as an Equity investment in real estate in the consolidated financial statements

Other

We perform an annual valuation of our assets that is based in part on third party appraisals In connection with this valuation

during 2009 we recognized impairment charges totaling $2.6 million on several net investments in direct financing
leases as

result of declines in the current estimate of the residual value of the properties

Impairment charges recognized during 2008 were as follows

During 2008 we recognized an impairment charge of $1.0 million on domestic property to reduce the propertys carrying value

to its estimated fair value In addition we recognized an impairment charge of $0.1 million on several domestic properties as

result of decline in the unguaranteed residual value of the properties

In addition to the other-than-temporary impairment charges of$1.1 million described above in Upper Deck we recognized

impairment charges totaling $8.7 million related to two equity investments in real estate to reduce the carrying values to the

estimated fair value of the ventures underlying net assets

Impairment charges recognized during 2007 were as follows

We recognized an impairment charge of $0.3 million in connection with the sale of properties leased to former tenant to reduce

the properties carrying
value to their estimated fair value
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121 DEBT

Non-recourse debt consists of mortgage notes payable which are collateralized by an assignment of real
property

and direct

financing leases with an aggregate carrying value of $1.1 billion at December 31 2009 Our mortgage notes payable bore interest

at fixed annual rates ranging from 5.5% to 8.7% and variable annual rates ranging from 5.2% to 6.5% with maturity dates
ranging

from 2010 to 2023 at December 31 2009

Scheduled debt principal payments during each of the next five
years following December 31 2009 and thereafter are as follows

in thousands

YEARS ENDING DECEMBER 31 TOTAL DEBT

2010 86262

2011
272018

2012 162583

2013
10849

2014 26428

Thereafter through 2023 247523

TOTAL $805663

Financing Activity

2009 We refinanced maturing non-recourse mortgage loans with new non-recourse financing of $27.8 million at weighted

average
annual interest rate and term of up to 6.7% and 9.8 years respectively

2008 We refinanced maturing non-recourse mortgage loans with new non-recourse financing of $9.7 million at weighted

average annual interest rate and term of up to 6.1% and 8.7 years respectively

Credit Facility

In May 2008 we terminated our $150.0 million credit facility and wrote off unamortized deferred financing costs totaling

$0.2 million No amounts were outstanding on the credit facility at December 31 2007 or during 2008 through the date

of termination

13 COMMITMENTS AND CONTINGENCIES

Various claims and lawsuits arising in the normal course of business are pending against us The results of these
proceedings are

not expected to have material adverse effect on our consolidated financial position or results of operations

14 ADVISOR SETTLEMENT OF SEC INVESTIGATION

In March 2008 WPC and Carey Financial entered into settlement with the SEC with respect to all matters relating to

previously disclosed investigation In connection with this settlement WPC paid us $10.9 million
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EQUITY

Distributions

Distributions paid to shareholders consist of ordinary income capital gains return of capital or combination thereof for income

tax purposes The following table presents distributions per share reported for tax purposes

YEARS ENDED DECEMBER 31

2009 2008 2007

Ordinary income $0.59 0.69 0.43

Return of capital
0.11

Capital gains
0.09 0.07 0.25

0.79 0.76 0.68

Spillover distribution
0.02 0.10

$0.79 $0.78 $0.78

For 2008 and 2007 this portion of the distribution was paid to shareholders in 2009 and 2008 as ordinary income $0.02 and $0.06 respectively and long-term capital gain $0.04 for

2007 however taxed in the
year

the distribution was declared

We declared quarterly distribution of $0.1991 per
share in December 2009 which was paid in January 2010 to shareholders of

record at December 31 2009

Accumulated Other Comprehensive Income

The following
table presents accumulated OCI in equity Amounts include our proportionate share of other comprehensive

income or loss from our unconsolidated investments in thousands

DECEMBER 31

2009 2008

Unrealized loss on marketable securities 67 $1229

Unrealized gain loss on derivative instruments 170 2256

Foreign currency
translation adjustment

8735 7912

ACCUMULATED OTHER COMPREHENSIVE INCOME $8838 4427

161 INCOME TAXES

We have elected to be taxed as REIT under Sections 856 through 860 of the Code We believe we have operated and we intend

to continue to operate in manner that allows us to continue to qualify as REIT Under the REIT operating structure we are

permitted to deduct distributions paid to our shareholders and generally will not be required to pay U.S federal income taxes

Accordingly no provision
has been made for U.S federal income taxes in the consolidated financial statements

We conduct business in various states and municipalities within the U.S and the European Union and as result we file income

tax returns in the U.S federal jurisdiction
and various state and certain foreign jurisdictions The tax provision for 2007 included

$0.4 million in income tax expenses related to the
years

ended December 31 2003 2006 that had not previously been accrued

Note
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We account for uncertain tax positions in accordance with current authoritative accounting guidance The following table

presents reconciliation of the beginning and ending amount of unrecognized tax benefits in thousands

DECEMBER 31

2009 2008

Balance at January $110 106

Additions based on tax positions related to the current year 22 15

Additions for tax positions of prior years

Reductions for tax positions of prior years

Settlements

Reductions for
expiration of statute of limitations 11 11

BALANCEATDECEMBER31 $121 $110

At December 31 2009 we had unrecognized tax benefits as presented in the table above that if recognized would have

favorable impact on the effective income tax rate in future periods We
recognize interest and penalties related to uncertain tax

positions in income tax expense At both December 31 2009 and 2008 we had less than $0.1 million of accrued interest related to

uncertain tax positions

Our tax returns are subject to audit by taxing authorities Such audits can often take years to complete and settle The tax years
2003-2009 remain open to examination by the major taxing jurisdictions to which we are subject

17 DISCONTINUED OPERATIONS

From time to time tenants may vacate space due to lease buy-outs elections not to renew their leases company insolvencies or

lease rejections in the bankruptcy process In these cases we assess whether we can obtain the highest value from the
property

by re-leasing or selling it In addition in certain cases we may elect to sell
property that is occupied if selling the

property

yields the
highest value When it is appropriate to do so under current accounting guidance for the disposal of long-lived assets

we reclassify the property as an asset held for sale and the current and prior period results of operations of the
property are

reclassified as discontinued operations

2009 We sold two properties for total of $26.2 million net of selling costs and recognized net gain on these sales of

$8.6 million Concurrent with the closing of one of these sales we used
portion of the sale proceeds to defease non-recourse

mortgage debt totaling $15.0 million on two unrelated domestic
properties and incurred defeasance charges totaling $0.4 million

We then substituted the then-unencumbered properties as collateral for the existing $12.2 million loan The terms of the existing
loan remain unchanged In connection with the second sale we defeased the existing non-recourse mortgage loan of $2.7 million

2008 We sold two properties for total of$14.9 million net of selling costs and
recognized net gain on these sales of

$0.5 million In connection with the sale of one of these
properties we prepaid the

existing non-recourse mortgage loan of

$6.5 million and incurred prepayment penalties of $0.3 million

2007 We sold
property for $35.7 million net of

selling costs and recognized net gain on the sale of $7.8 million In

connection with the sale we defeased the existing non-recourse mortgage loans on the property of $12.1 million and incurred

defeasance charges of $0.9 million
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The results of operations for properties that are held for sale or have been sold are reflected in the consolidated financial

statements as discontinued operations for all periods presented and are summarized as follows in thousands

2009

YEARS ENDED DECEMBER 31

2008 2007

Revenues 1903 4926 7250

Expenses 622 2458 5055

Gain on sale of real estate net 8611 524 7780

INCOME FROM DISCONTINUED OPERATIONS $9892 2992 9975

181 SEGMENT INFORMATION

We have determined that we operate
in one business segment real estate ownership with domestic and foreign investments

Geographic information for this segment is as follows in thousands

2009 DOMESTIC FOREIGN1 TOTAL COMPANY

Revenues 138131 31854 169985

Total long-lived assetsb 1101460 209011 1310471

2008 DOMESTIC FOREIGN1 TOTAL COMPANY

Revenues 132494 30981 163475

Total long-lived assetsb 1144992 223119 1368111

2007
DOMESTIC FOREIGN1 TOTAL COMPANY

Revenues 133960 26586 160546

Consists of operations in the United Kingdom France Finland the Netherlands and Germany

Consists of real estate net net investment in direct financing leases and
equity

investments in real estate

Total long-lived assetsb 1189988 243326 1433314
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19 SELECTED QUARTERLY FINANCIAL DATA UNAUDITED

DOLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS

Revenues

Operating expensesa

Net income loss

Less Net income attributable to

noncontrolling interests

NET INCOME LOSS ATTRIBUTABLE TO
CPA 14 SHAREHOLDERS

Earnings loss per share attributable to

CPAe 14 shareholders

Distributions declared per share

MARCH 31 2009

38898

21582

6622

638

5984

0.07

0.1976

THREE MONTHS ENDED

JUNE 30 2009 SEPTEMBER 30 2009

41431 44468

19017 43957

19212 12039

628

18584

0.21

0.1981

94

12133

0.14

1986

DECEMBER 31 2009

45188

40506

6794

325

7119

0.08

1991

MARCH 31 2008

40165

18453

22626

THREE MONTHS ENDED

JUNE 30 2008 SEPTEMBER 30 2008

40930 39545

19146 17144

10602 10189

Certain amounts from previous quarters have been retrospectively adjusted as discontinued
operations Note 17

Net income for the fourth quarter of 2009 and 2008 included impairment charges totaling $20.1 million and $9.8 million respectively in connection with several properties and equity

investments in real estate Note 11

Revenues

Operating expenses

Net income

Less Net income attributable to

noncontrolling interests

NET INCOME ATTRIBUTABLE TO
CPA1 SHAREHOLDERS

Earnings per share attributable to

CPA 14 shareholders

Distributions declared
per share

DECEMBER 31 2008

42835

19791

3784

439 378 576 644

22187 10224 9613 3140

0.25

0.1954

0.12 0.11

0.1959 0.1964

0.03

1971
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Report on Form 10-K

The advisor will supply without charge to any shareholder upon written request to

Ms Susan Hyde Director of Investor Relations Corporate Property Associates 14 Inc

50 Rockefeller Plaza New York NY 10020 copy of the annual report on Form 10-K

for the
year

ended December 31 2009 including the financial statements

and schedules
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